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LETTER OF TRANSMITTAL. 



Federal Trade Commission, 

Office of the Chairman, 

Washington, 27 June, 1919. 

Sir: I have the honor to submit herewith a Report of the Federal 
Trade Commission on Private Car Lines, being a part of the Com- 
mission's food investigation, undertaken at your mrection. 

This report covers particularly the refrigerator transportation of 
meats and other perishable foods. 
By direction ot the Commission. 
Yours very truly, 

William B. Colver, 

Chairman. 
The President, 

The White House. 
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Federal Trade Commission, 

Washingtorij 27 June, 1919. 

To the President of the United States. 

Sir: In accordance with your letter of February 7, 1917, directing 
an investigation into the facts relating to the production and distri- 
bution of f oodstuflFs, into alleged violations of the antitrust acts with 
respect thereto, and particularly into any manipulations, controls, 
etc., in the course of trade therein, the Commission submits herewith 
(in addition to reports previously made) a report on private car lines 
used in the transportation of live stock, meats, and other perishable 
foods. 

The most important types of private cars considered are the brine 
tank refrigerator car equipped for the transportation of dressed meat 
carcasses, and the ventilator refrigerator car suitable for packing 
house products and for vegetables and fruits. The three principal 
classes of owners are the packers, the raihoads, and private car com 
panics leasing their equipment to shippers and railroads. 

The refrigerator car made practicable a more extensive and eco- 
nomical use of food products. For fruits and vegetables it encour- 
aged the development of production in regions especially fitted there- 
for by soil, climate, and season of growth. In the meat industry it 
facilitated the concentration of slaughter by making practicable the 
long-distance shipment of fresh meat, in place of the shipment of 
live cattle to the localities of consumption. It has also tended to 
the curtailment of the local slaughter of meat animals. 

The present country-wide system of distribution by the five larger 
packers through their branch houses and peddler car routes is bmlt 
around the principle of refrigeration and nas grown up, historically, 
from their control of refrigerator car lines in conjunction with the 
various pools and combinations maintained almost continuously for 
more than 30 years. 

Extensive ownership of brine tank refrigerator cars by these larger 
packers is a principal factor in their control of the meat industry. 
On December 31,1917, they owned 15,454 brine tank cars, adapted to 
the shipment of fresh beei and carcass meats, which is over 90 per 
cent of the total equipment oi this type of car. Their ownership, 
until recently, of accessory facilities such as icing stations and plat- 
forms located advantageously in trunk line territory, strengthened 
their control over the meat industry. 

In turn, the volume of traffic of these larger packers has enabled 
them to secure from the railroads.advantages over competing shippers. 
Formerly in the shape of direct rebates, these advantages more 
recently have been usually in expedited service to the big-packer 
cars; in favorable mixing rules which include all their diversified 

12 
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Eroducts and even many articles not related to the packing industry; 
y allowances paid to some of the big packers by earners for the 
performance of a part of the transportation service; by favorable 
arrangements and lease of stockyards by the railroads to some of 
the big packers; and by other devices, such as, in the case of one of 
the five packers^ the sale to railroads of bumping posts manufactured 
by an amliated company. 

On the other hand competitors of the big packers in meat and 
other food lines obt^ain no advantage from these concessions. 

The small independent packer's cars are misused and diverted, 
frequently being out of his service for extended periods, in several 
instances as long as six months. 

In 1917, cars of the Big Five packers and of their subsidiary com- 
panies maintained an average of 80.8 miles per car per day, while 
the average for the cars of their competitors, the independent packing 
companies, was only 54.5 nules. 

The wholesale grocer suffers discrimination, in actual practice, in 
that the big packer can take advantage of the special mixinjg rules 
and peddler car rules to ship groceries in the same car with fresh 
meats and thereby secure for them, among other advantages, the 
same expedited and frequent transportation given to fresh meats, 
while the wholesale grocer^s shipments must take the ordinary course. 
These discriminations amount to a special privil^e and to * that 
extent are contrary to the public interest. 

The situation in the frmt and vegetable business diflfers from the 
packing industry in that in most cases cars are furnished, not by the 
shippers, but by the carriers or private car companies. The exclusive 
contract, by which a carrier agrees to use the cars of one company 
to the exclusion of all other equipment, has in some cases operated 
to the detriment of both producer and consumer. The stocUbolders 
of Armour & Co. own the Fruit Growers Express, Inc., with 5,660 
ventUator refrigerator cars, which has exclusive contracts with seven 
railroads in the Southeast which carry a large part of the perish- 
able products from this section. By virtue of these contracts it 
maintains a practical monopoly of the business of supplying cars to 
these railroads for transporting and refrigerating friuts and vege- 
tables from important growing districts there. The Fruit Growers 
Express, Inc., has failed to maintain its refrigerator car equipment 
in satisfactory condition, with the result that shippers have frequently 
suffered unnecessary impairment of their products. Yet, because of 
the exclusive contract, cars could not be obtained from other sources. 
The carriers' obUgation, under the interstate commerce act, to pro- 
vide suitable refrigerator equipment, and the means of enforcing the 
same though the Interstate Commerce Commission, have not been 
so developed as to afford the shipper adequate reUef . Nor has the 
United States Railroad Administration as yet had opportimity or 
fimds to provide refrigerator cars of the new standara type that it 
has caused to be designed. 

In connection with the operation of the special facilities necessary 
for icing refrigerator cars, both before shipment and during transit, 
many inequahties arose in service and rates which demanded cor- 
rection. On July 31, 1918, the Interstate Commerce Commission 
decreed that the carrier shoidd own and operate all icing stations and 
perform the service of refrigeration in transit. 
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The live-stock cars are at present chiefly owned by the raibroads, 
and to no great extent by other companies, though Swift & Co. 
owns over 13 per cent of the supply of double-aeck live-stock cars. 

In this report extensive data are presented regarding the in- 
vestment, operating expenses, and revenues, of various classes of 
private car fines, and also specific data regarding the cost of icing 
and the charges made for refrigeration where that is furnished by the 
railroad company. An important fact to be noted in this connection 
is that there nas been generally a decline in the rate of profits on in- 
vestment for private car lines in recent years compared with earlier 
Eeriods. For refrigerator car lines, in recent years the rate of profit 
as been generally low, especially for the smaller companies. The 
explanation of this fact is found chiefly in an increase m operating 
expenses, while the revenues remained on a fixed basis until October, 
1917, when the mileage rate which had theretofore been three-quar- 
ters of a cent a mile m the more important railroad territory, was 
made 1 cent a mile. 

Undoubtedly, the effect of the low profits of recent years has been 
to discourage independent meat packers from attempting to operate 
private car lines; and in consequence to impede further tne free flow, 
m commerce, of meat products. 

Under the three-quarter cent mileage rate almost universally in 
effect up to October, 191 7,'the private car accounts of the big packers 
on their face showed in the aggregate comparatively small gains or 
losses in 1912, 1914, and 1917, mcluding the Fruit Growers Express, 
Inc., in 1917. A revision, however, of the private car accoimts, in- 
cluding the Fruit Growers Express, Inc., in 1917, shows an average 
profit on the investment of 6.8 per cent in 1912, 3.8 per cent in 1914, 
and 4.6 per cent in 1917. 

The prompt and efficient handling of the traffic in meats and other 
perishable foods is of great public concern, and it is also important 
that all shippers should have equal and adequate service. 

In order, therefore, to correct the present inequalities of service 
and rates as well as to prevent the dangers of monopolistic advantages 
in the use of certain types of cars, the following recommendations 
are made. 

1. That the Government acquire all cars used for the transporta- 
tion of meat animals and all necessary equipment for their proper 
operation and that such ownership and operation be declared a Gov- 
ernment monopoly; or that such cars be owned and operated by the 
railroads under Government license regulation. 

2. That the Government acquire all refrigerator cars and all 
necessary equipment for their proper operation and that such own- 
ership and operation be declared a Government monopoly; or that 
such cars and equipment bo owned and operated by the railroads 
under Government license regulation. 

These recommendations contemplate the acquisition and opera- 
tion not only of the live-stock cars and refrigerator cars, but also of 
all necessary f acihties for their operation, such as car shops for their 
construction and repair, feeding and watering facilities for live 
stock in transit, precooling equipment for refrigerator cars and icing 
stations for the refrigeration of perishables in transit, ice manufac- 
turing plants and natural ice producing privileges connected there- 
with or necessary thereto, together with such other facilities as may 
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be needed to secure the efficient transportation of meat animals and 
perishable food products. 

The execution of these reconmiendations would give to the small 
packer, especially, facilities which he generally lacks at the present 
time and tor wmch he is frequently not able to provide either be- 
cause his requirements are not large enough to justify the investment 
or because he is not financially strong enough to procure the necessary 
equipment. Assurance of an equitable allotment of cars would make 
him a stronger competitor of the big companies. 

In the fruit and vegetable trade, also, considerable advantage,- 
both to producer and consumer, should follow this legislation. 

Further, aJI this equipment should be under unified direction, in 
which event there would be opportunity for considerable economies 
in utihzation and in expense of operation. 

It is worth suggesting that, as an incident of the administration of 
refrigerator cars under this system, a single combined rate might be 
estabUshed to apply to each kind of transportation service, and thus 
do away with separate charges for freight, refrigeration, and icing. 
This would simplify not only rate and service accounting, but also 
the shipper's marketing, for he would know his charges before making 
shipment and would be able to quote delivered prices. 
Respectfully, 

William B. Colver, 

Chairman. 
John Franklin Fort. 
Victor Murdock. 
Huston Thompson 



REPORT ON PRIVATE CAR LINES. 

INTRODUCTION AND SUMMARY. 

^ The scope of this report on the subject of private car lines is 
limited to an exposition of those private car companies and ship- 
pers which own cars used in the transportation of live meat animals 
and perishable food products. ^ It therefore includes all private car 
companies and shippers owning live-Btock cars and refrijgerator 
cars. These compames, owing to the nature of their organization, 
are naturally classified into five groups: 

1. The Big Five packers and their subsidiary and afliliated com- 
panies. 

2. Other shippers who own cars, either directly or indirectly through 
separately incorporated car companies. 

3. Independent private car companies which are organized for 
the purpose of leasing cars to railroads and shippers. 

4. Pnvate car companies whose stock is owned by railroad com- 
panies. 

5. The Fruit Growers Express Inc. 

The Fruit Growers Express Inc. is placed in a .class hj itself because 
it is the only conrpany affiliated with a shipper which is not engaged 
primarily in the handling of that shipper's goods. 

The report naturally mvides itself into t&ee parts: First, a gen- 
eral discussion of the principles and practices relative to all private 
car lines; second, a study of the results of operation of the cars of 
the Big Five packers and their subsidiary and affiliated companies; 
and third, the treatment of the subject of independent private car 
companies and railroad-owned companies. 

The principal reason for the private ownership of refrigerator 
cars in the beginning was the fact that the raUroads did not care to 
invest in that class of equipment while it was still in itg experimental 
stage. The meat packers originally provided themselves with cars 
because the carriers were not disposed to furnish them. Likewise, 
the private car companies interested in developing the fruit and 
vegetable traffic invested in refrigerator cars because the railroads 
were not giving their attention to the development of that type of 
car. This reason for private ownership of refrigerators, although 
valid enough at first, can not now be advanced, K|r the refrigerator 
car is no longer an experiment but a necessity in modem trans- 
portation. 

The refrigerator car has contributed greatly to the development 
and centralization of the packing industry and the fruit and vegetable 
business. With the aid of the refrigerator car, packing plants have 

Sown from local businesses to great national enterprises. In the 
lit and vegetable business specialized productive areas have 
been developed. The result in both industries has been to widen the 
area from which the supply of fresh products for the consumer may 
be drawn. 

114757**— 20 2 17 
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The cars used in the meat-packing business are principally refrig- 
erator cars and stock cars. Of the former there are in general 
two classes — the beef refrigerator car and the ventilator refrigerator 
car. The railroads have provided themselves with a laree number 
of this latter type of car, but they have never furnished any beef 
refrigerator cars. The carriers have never attempted to handle 
the fresh-meat traffic — they have always left it to the shipper to 
provide himself with this kind of equipment. The meat packer, 
therefore, meets a situation which is not general among shippers of 
other commodities. He must be able to raise capital sufficient not 
only to operate his plant but to provide his facilities of transporta- 
tion as well. This can be done by the large packer without serious 
inconvenience, but the small packer often nnds it impossible to 
provide such lacilities. 

The Big Five packers control practically the entire supply of beef 
refrigerator cars. They own more than '90 per cent of this class 
of equipment. The railroads own none of these cars and the inde- 
pendent private car companies own very few. Ownership of these 
cars gives to the Big Five packers a practical assurance of always 
being able to ship tneir fresh-meat product, while the inadequate 
supply of such equipment available to the small packer, who is xmable 
to provide himself with such facilities, leaves him but three choices: 
the restriction of his business to a local area; the use of the railroad 
ventilator refrigerator car, which is inadequate for the proper pro- 
tection of fresh beef ; or the practical withdrawal from the beef-pacKing 
business. Many have chosen the last course and are now confining 
themselves principally to the packing of pork products. 

The situation regarding stock cars is somewhat different from 
that of refrigerators. The railroads have always furnished the 
larger part of this class of equipment. Some of the Big Five packers 
have tneir own stock-car eqmpment and quito a number of stock 
care are owned by independent private car companies who lease 
them to railroads and shippers, owift & Co. owns a considerable 
proportion, about one-eightn, of the double-deck stock cars in the 
country. It is important to a shipper of hogs, sheep, and calves to 
have the use of a double-deck car in preference to a single deck^ 
because of the proportionately lower freight chaises on shipments in 
this type of car. Swift & Co. is the only packer which owns any 
double-deck cars. By such ownership it is assured of being able 
to ship a considerable proportion of its live stock in its own cars 
and thus secure the benefit of the lower freight charges on its ship- 
ments. Other shippers who do not have their own stock-car equip- 
ment must use the Kind of car which the carrier is prepared to furnish 
at the time of requisition. In many cases a single-deck car is sup- 
plied where a double deck has been ordered. .In such cases the 
shipper is forced to pay approximately 11 per cent to 14 per cent 
higner freight charge on his shipments than in cases where double- 
deck cars are used. To that extent these shippers are at a disad* 
vantage in their competition with Swift & Co. 

The stock cars operated by the Swift companies not only are an 
advantage to the packing busiuess, but also yield a very good return 
on the investment, averaging approximately 11.9 per cent during the 
past six years. The Fruit Growers Express, Inc., which is affiliated 
with Armour & Co., has also earned a good return on the investment. 
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amounting to 13.3 per cent in .1915^ 16.5 per cent in 1916, and 
24.9 per cent in 1917, according to estimates pref>ared by the 
Commission. Profits from car operation on the whole, however, in 
the packing business are not excessive. In. fact, they could not be 
considered adequate if the car business were regarded as an inde« 
pendent institution. But they should not be so regarded, for owner* 
ship of cars is of such advantage that the centranzed packer could 
well afford to make the necessary investment if the cars did not 
j^eld a single doUar of direct profit from operation. It has been 
difficult to deteripine the actual results to the car companies of some 
of the Big Five packers. The Commission estimates, liowever, that 
for all the Big Five packers and their affiliated companies the aver- 
age net return was 6.8 per cent on the investment in 1912, 3.8 per 
cent in 1914, and 4.6 per cent in 1917.* 

The intricate system of distribution of the Bie Five packers has 
been built upon the refrigerator car. Through meir branch houses 
and peddler car routes these large packers supply thousands of com- 
mumties with fresh meat. This distributii^ system has enabled the 
packers to carry the products of their centralized plants to the door 
of the distant consumer and competitor; it has placed them on a 

{)ar with the local packer la so far as the delivei^ of a product in 
resh condition is concerned ; this, coupled with their other competi- 
tive advantages, has enabled them in many casea to drive out local 
competition. 

Tae refr^erator cars with their enormous freight tonnage have 
given the Dig Five packers an influence over the railroads as f ar- 
reachmg and as powerful as an instrument to their own aggrandise- 
ment as it is detrimental and destructive to the interest of their 
competitors. Freigtit rates are in force which both the carrier and 
the shipper know to be preferential to a particular packer. (See 
p. 180.) As to mixing rules, a single suggestion of one of the Big 
Five packers has at times been sufficient to effect a revision favorable 
to its interests. (See p. 182.) 

The big packers' cars show a more rapid movement than the cars 
of their competitors, and consequently give better service and yield 
more revenue to their owners. The average daily mileage of the cars 
of the five packers in 1917 was 80.8 miles per car; tnat of their 
competitors cars was only 64.5 miles. In 1914, the corresponding 
averages were 80.3 miles and 72.1 miles per car per day. 

The wholesale grocer is particularly affected by the transportation 
advantages of the packers. The special mixing rules are highly 
favorable to the large packers in the transportation, not only of 
fresh meats, but of groceries and other unrelated products. They 
give lower minimum weight requirements than the wholesale grocer 
can secure, and they make possible for groceries included in meat 
cars an expedited service not open to the shipper using ordinary 
equipment. A similar advantage is given the large packers in 
connection with their ** peddler" cars in which less than carload lots 
of groceries and nonpacking-house products are shipped with meat 
as way freight to tnousands of towns and receive frequent and 
promi^ trailportation under cover of the special service deigned for 
fresh meats. The inequalities in service which have thus been 
allowed to grow up give such* an advantage to the packers as to 

I H I i-ii  I   I I .1 I I I I I I I I m 

> Including profits from refrigeration. 
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amount to a special privilege and to that extent are contrary to the 
public interest. 

In furthering their interest in stock yards and live stock markets, 
also, some of the Big Five packers have oeen able to exert an influence 
on the carriers. In one case a railroad closed a stock yard which 
was operating in competition with a^ packe2M)wned yard, in return 
for which concession the railroad received a part of the packer traflSe 
from that point. 

The concerted attitude of the large packers has ever been one of 
defiance to the railroads. They are united by a common interest 
while the carriers have been divided by th6 desu-e of each to capture 
the major portion of the packers' traffic; and the preferential treat- 
ment resulting from this situation has been one of the means by 
which the Big Five packers have been able to crush competition. 

These packers cooperate not only in exerting influence upon the 
railroads to secure rulings advantageous to their interests, but they 
also unite in their effort to secure lavorable action by governmental 
bodies. The report will cite cases (see pp. 195-198) where they have 
met together and agreed upon arguments to be presented in govern- 
mental hearings.' It will also instance (see p. 198) united eSort to 
influence Govemiftent employees who were m a position to aid in 
securing for them regulations especially desired. 

In addition to operating refrigerator cars and other equipment on 
the lines of the carriers, the Big Five packers have entered other 
industries closely alHed to transportation. Operation of icing stations 
on the main lines of through shipment from Chicago and St. Louis 
to the eastern seaboard has given to some of them a distinct advantage 
over their competitors. The stations have been operated at a profit 
and they have therefore been enriched by the periormance of a part 
of the transportation service on their competitors' cars. They have 
secured the icing service on their own cars at those stations at cost. 
They have been able to secure, if they so desired, important informa- 
tion concemirig the volume, route, and destination of competitors* 
shipments. They have had opportunity also, if they cared to use 
it, to discriminate against competitors by failing properly to per- 
form the service of icing. The Interstate Commerce Commission, 
apparently recognizing the discriminations resulting from the private 
ownership of icing stations, recently decreed that the carriers alone 
should perform that part of the transportation service.* The result 
will be the withdrawal of the packers from this business. 

Through their traffic influence the packers have also been enabled 
to extend their activities into other fields, such as the manufacture 
of the Ellis bumping posts by a company controlled by members of 
the Swift family. The 'traffic club ' has been used as a means of 
pushing the sale of this product.* 

The refrigeration of n*uits and vegetables by the Fruit Growers 
Express, Inc., which the stockholders of Armour & Co. own, and by 
five private car companies owned by the carriers has been a profitable 
undertaking. Examination of refrigeration rates leads to the con- 

» The Interstate Commerce Commission in its decision and order of July 31, 1918, 50 I. C. C.,- 652, held 
that " The carriers only should perform the service of reicing and make the charges therefor, and that ship- 
pers of these products should not be permitted to perform the service of reicing their own and com- 
petitors'shipments en route, either directly or through corporations controlled by them." 

' Mechanical Manufacturing Co. in which members of the Swift family own 55 per cent of the stock 
and members of the Morris family 6 i>er cent. 
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elusion that they have often been predicated without regard to the cost 
of the service, but rather with the idea of exacting all that the traffic 
would bear. This was especially true before refngeration rates were 
brought under governmental supervision and control. The factor of 
competition did not enter in many instances in the estabUshment of 
these rates. The rates were made by the private car Unes, which in 
some cases by exclusive contracts with certain railroads were given a 
monoply of the business on those railroads. Several of these exclu- 
sive contracts are still in force, the refrigeration rates, however, being 
now made by the railroads and being subject to the jurisdiction of 
the Interstate Coromerce Commission. 

The Fruit Growers Express, Inc., which is affihated with Armour 
& Co., has been operating under exclusive contracts with various 
carriers for a number of years. It had a practical monopoly of the 
business of furnishing the carriers with refrigerator cars for transport- 
ing and refrigerating fresh fruits and vegetables from the more 
important districts in the Southeast, and it still has exclusive con- 
tracts with seven roads in that region. The report will show many 
complaints from shippers in that region alleging that the cars fur- 
nished by this company have been inadequate and unfit for the ship- 
ment of fresh fruits and vegetables. Complaints were more numerous 
a few years ago than they are at present, but the cars furnished by this 
company are not up to the modem standard of refrigerator-car equip- 
ment even now. Because of this monopoly as contractors with the 
carriers the shippers in the region are helpless to secure equipment 
from other companies ; they must use the Fruit Growers Express, Inc., 
cars which are furnished them by the carriers. The result of being 
compelled to use this unsatisfactory equipment has been and is a loss 
to both producer and consumer. Though the Railroad Administra- 
tion perfected designs for improved standards in refrigerator cars, it 
has not found it practicable thus far to build cars of the new type. 

Investigation of the private car companies owned by railroad com- 
panies shows that the management of these companies has been 
efficient and the companies have been able to show, as a whole, fairly 
good profits from operation. The efficiency of these companies, which 
are especially organized for the purpose of operating refngerator cars, 
indicates that these cars as a class can be best operated separately 
from other railroad equipment. 

Independent private car companies organized for the purpose of 
owning special equipment and leasing it to shippers and railroads 
have JOT the most part been operating at a profit during the past 
decade. Some of the smaller companies have been unsuccessful, 
largely because of improper management. The private car business 
is naturally one which can be more efficiently and economically man- 
aged if of considerable size. 

The private car was originally owned by shippers for their own 
use because the railroads refused to build refngerator cars during 
the experimental stage. Cars were built later by private car com- 
panies and individuals, who saw an opportunity to earn a good return 
on their investment. The principal reason for private ownership of 
refrigerator cars and stock cars no longer exists. These cars are no 
longer experiments, but are necessities to the successful operation of 
modem business. 



PART I 



GENERAL SURVEY OF PRIVATE CAR LINES 



23 



CHAPTER 1. 

DEVELOPMENT OF THE REFRIGEEATOR CAR. 

The market of any commodity is limited by two factors, the cost 
of transportation and the distance it may be transported without 
deterioration. Both limits are elastic; cheaper methods may be 
found for transporting freight, and goods ordinarily perishable may 
be preserved even while in transit. All goods are of course perishable 
to a certain extent, but some are not materially affected by weather 
conditions during long periods of time and others require onlv ordi- 
nary protection from weather. These classes, for purposes oi trans- 
Eortation, may be considered nonperishable. Anotner class of goods, 
owever, must be kept at a constant temperature from origin to desti- 
nation as such goods will deteriorate rapidly in unfavorable tempera- 
tures.^ This last class is usually referred to as perishable freight, and 
comprises fresh meat and other products of the packing house, iruits 
and vegetables, fish, dairy products, and the like. Shipments of live 
animals can not properly be classed as perishable. They must, of 
course, be handled in a special kind of car and receive special care in 
transit. The greatest bulk of such traffic is of animals from which 
food is prepared. 

Markets in the United States have imdergone a phenomenal expan- 
sion in the last half century, so that products manufactured in one 
section of the country are now sold in every other; grain grown in the 
Middle West is consumed on both coasts; meat from animals slaugh- 
tered at Chicago, Omaha, and other western cities is included in the 
daily diet of Incw York^ Boston, and San Francisco; and fruits and 
vegetables grown in Florida and California are sold fresh in the markets 
of every large city. The extension of the market of perishables has 
been made possible by the refrigerator car. 

During the period of railroad growth and general commercial 
activity following the Civil War attempts were first made to maintain 
in a car a temperature at which perishables would be preserved 
regardless of outside temperature or weather conditions. Such an 
attempt was a novel one, for it must be remembered that stationary 
refrigerating plants were not at all common before the seventies, 
while many that were in use performed their functions but indifferently 
as compared with the thoroughly modem plant. Before the advent 
of mechanical refrigeration in transit perishables could be transported 
only to points that could be reached in a brief time. The market 
was therefore limited to the immediate vicinity of production. 
Where perishables were shipped, the speed of the train and favorable 
weather were the only surety for their arrival in sound condition. 

The earhest attempt to send perishables under refrigeration, of 
which there is record, was made by Parker Earle, a farmer and fruit 
grower of Cobden, 111. In 1866 he attempted to send refrigerated 
fruit to Chicago in chests capable of holding 200 quarts of strawberries 
and about 100 poimds of ice. These were loaded on express cars and 
hurried to the city. The experiment was not particularly successful 
for several reasons. In the nrst place, the refrigeration was not ade- 
quate; speed was stiU the principal factor in marketing the berries. 

25 
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The whole method, moreover, was clumsy, as heavv freight charges 
had to be paid on the weight of the chestk themselves. Some time 
early in the sixties the Michigan Central Railroad began experiments 
in carrying fresh meat east firom Chicago. Ordinary box cars with 
bins for ice built in both ends were used. A platform built about 
3 feet from the floor at each end of the car formed the bottom of the 
bin. A heavy door the width of the car was hinged to the roof. This 
door was raised to permit ice to be piled on the platform; it was then 
lowered to keep the ice from shifting. About two or three thousand 
pounds of ice was placed in each bin. Metal basins were placed to 
catch the drip of the melting ice, and a pipe drained this through the 
bottom of the car. This car was inconvenient in that it could be 
iced only when empty and inefficient in that it seems to have been 
able to preserve meat for a few daj^s only. Certainly the temperatiu'e 
could not have been low and no circulation of air was proviaed. 

Some successful shipments, however, were made in these cars from 
Chicago to New York by attaching a carload of meat to a passenger 
train as far as Suspension Bridge, New York, near Niagara FaSs. 
It was there transferred to a fast freight train to New York. In this 
way meat would arrive in New York (Sty within three days after being 
sent and was usually in good condition. The limited time which the 
shipment could be m transit, however, and the expense involved in 
this part passenger service prevented this method of transportation 
from being extensively used. About this same time the Pennsylvania 
Kailroad set aside some 30 box cars for experimental purposes. 
These, under the direction of W. W. Chandler, who for a nimiber of 
years was head of the Star Union Line, were fitted with double sides 
and the space between packed with sawdust. For cooling purposes a 
box filled with ice was placed on the floor of the car and the door 
sealed. This car became a large ice box on wheels. The cooling 
arrangement was changed somewhat later in that the ice instead of 
being iield in a box placed in the body of the car was contained in 
two chests, one at each end of the car, hung by wire bands from the 
roof. This car had practically the same objectionable features as 
did the car of the Michigan Central, in that it could be iced only from 
the body of the car and it was without circulation of air. 

In 1867, Mr. J. B. Sutherland, of Detroit, Mich., took out the first 
patent for a refrigerator car, followed the next year by William Davis, 
also of Detroit, who had been experimenting for several years. The 
Davis car became the best known of the early types and was used 
considerably dinging the next few years. Its performance, however, 
was not wholly satisfactory and not infrequently was it referred to as 
the ''sweat box/' a name probably due to the same fault which had 
been common in all the earner experiments, namely, that the car had 
no provision for circulation of an*. The cooling system of this car 
seems to have differed slightljr from other types, in that cylindrical 
metal tanks of about 15 inches in diameter were placed at each corner 
of the car. It appears for some shipments, at least, that the ice in. 
these tanks was mixed with salt to obtain a lower temperature. 

The invention of this car induced Mr. Earle, of Cooden, 111., to 
attempt another shipment of fruit under refrigeration. Apparently 
in the same year in which the car was brought out (1868), lie sent a 
carload of peaches to Chicago in a car of the Davis type. This ship- 
ment, however, was a total loss. Subsequently he built a plant at 
one of his farms at Anna, 111., in which he might cool the fnut before 
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loading it in a car. His first successful shipment of precooled fruit 
was made in 1872 and he continued such shipments durmg subsequent 
years with fairly good results. 

The Tiffany car was patented in the early seventies. This had two 
V-shaped ice Dunkers suspended from the roof, one on each side of the 
car running its full length. Mr. Earle turned his attention to tiis 
type and found it more satisfactory than the Davis car. As this car 
was, however, primarily intended for dairy shipments its ice capacity 
was small. Mr. Earie saw that shipments of fruit could be made 
without precooling if a car of sufficient ice capacity were used. Ripen- 
ing fruit generates a large amount of heat, but if tne fruit is thoroughly 
chilled the ripening process will cease or at least be checked consider- 
ably. Mr. Earle soon had a car of his own built, similar to the Tif- 
fany car, but capable of carrying enough ice to chill the contents of 
the car thorougmy, as well as to maintain the proper temperature in 
the car for some tune. In these cars of his own desi^ he made many 
successful shipments. The idea of precooling fruit shipments was 
abandoned for some time, but has recently been found highly desir- 
able for traoseoatiBental shipments. 

Others were now experimenting with the refrigeration of fruit, and 
an occasicmal trial was made from Michigan to ^ew York or Boston. 
These experiments had universally been, failures imtil well along in 
the eighties, although from then on successful shipments were regu- 
larly made. It can not be said, however, that any gr^at volume of 
traffic developed, for those interested in the business were few, the 
cars available for use were not numerous, and the expense was still 
high. Other sections of the country were slowly beginning to take 
notice of this method for increasii^ markets. The first successful 
shipment of garden truck from Norfolk to New York was made in 
1885.* Two years later a similar shipment *was made from North 
Carohna. In 1888 the first refrigerated shipments both of oranges 
and berries were carried across the continent from California to New 
York. The following year Florida also contributed refrigerated 
oranges to the New York market. For several years prior to the 
above dates shipments of oranges had been made under ventilation 
during portions of the year, which means that the fruit or vegetables 
were placed in a ear so constructed that the outside air was forced 
into it by its forward motion, while the air heated by the ripening 
products was permitted to escape. It is possible to use this method 
only for certain classes of shipments during a part of the year. It is 
still used to a considerable extent whenever possible. 

FBESH MEAT SHIPMENTS. 

Experiments of preserving dressed meats in transit had apparently 
not received a great deal of attention from the railroads after the 
Michigan CentraFs early efforts. This class of shipment not only 
deteriorates more rapidly than other perishable products, but being 
the most valuable, entails the greatest loss through spoilage. Some 
experimentation along these lines, however, was carried on, and 
although not credited with the first siiipment oi dressed meat from the 
Middle West to the eastern markets, Mr. Hammond, of Detroit, was 
the first to market western beef by sending it the entire distance by 
freight. He began shipping in a small way about 1871 and 

1 Twelfth Census of the United States, vol. 6. 
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achieved moderate success. What type of car he had is not quite 
clear, but it is known that in the car he used the meat came in contact 
with the ice and that it became discolored and spoiled rapidly when 
removed. To avoid this diflHlculty the carcasses were hung froio. the 
top of the car. It was alleged by some of the railroads that when 
the car was drawn rapidly aroimd a curve a swiimng motion was 
imparted to the hanging meat which in turn rocked flie car. Several 
wrecks were attributed to this cause. Whether true or not, railroads 
advanced it as one reason for their lack of encouragement to this 
class of shipment. 

. At the time of the early experiments of shipping fresh meat under 
refrigeration, Mr. Nelson E. Morris was one of the largest cattle dealers 
in the Chicago market. In addition to dealing in Uve stock, Mr. 
Morris had operated a packing plant since 1859, and had built up a 
considerable Dusiness in the shipping of packed meat as well as the 
local selling of fresh meats. Considering how he might enlarge his 
market for fresh products, in the winter of 1874, Mr. Morris had 
risked sending a load of frozen beef to Boston in a box car. The 
meat arrived m good condition and a market for it was found. The 
following year numerous shipments of this sort were sent with gen- 
erallv good success. The. venture was, however, necessarily con- 
fined to a small portion of .the year, and even then, dependent as it 
was upon the variations in the weather, could not become general 
or extensive.. The risk was too high — ^the loss too great. Evidently 
Mr. Morris was not famihar with the refrigerator car or he did not 
consider it a practical carrier for his business. 

For a clear understanding of the situation it should be said, that 
between 1870 and 1880 great strides had been made in stationary 
refrigerating plants, so that by 1880 every weU-equipped slaughter- 
house had its own chill and refrigerator rooms in which the meat prod- 
ucts could be kept wholesome for long periods of time. The refriger- 
ating apparatus used for stationary plants is not suitable for a freight 
car, where the requirements are tnat the apparatus shall not be 
imduly heavy or bulky and that it must be of sufficiently simple 
operation for a person of ordinary inteUigence and without mechanical 
training. Meat supphed to local trade was not frozen, but was 
chilled to the point where it could be kept without deterioration. 

The most influential figure in the development of. refrigerator cars 
for shipping meat was Gustavus F. Swift. As a young man he had 
operated a small slaughterhouse on the Massachusetts coast, but 
later had turned to the cattle-buying business, and in that busi- 
ness had gradually worked his way west. For several years he had 
been interested in cattle buying at Buffalo, then the most important 
market of that kind in the country, but seeing greater opportunities 
at Chicago he went there some time about 1875. Apparently he 
did not inu^iediately enter the packing business, but continued in 
the buying, selUng, and shipping of cattle on the hoof. His opera- 
tions were small. Undoubtedly he was familiar with all the then 
used apphances for preserving fresh meat, and was also aware of the 
attempts of Morris to transport frozen beef and with the attempts 
of others to accomplish tne transportation of chilled beef with 
the aid of the refrigerator car. It may have been the possi- 
bUitv of the unlimited market which might be secured with the suc- 
cessful operation of the refrigerator car tnat led him to engage in the 
packing industry. His erection of a packing plant at Cnicago and 
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his attempts to find a metiiod of transporting the fresh meat to 
eftstem markets in refrigerator cars followed close. The packing plant 
was apparently erected m 1880^ but the dates for his first shipments are 
sometimes given as slightly prior to that time. Since the evidence is 
not complete, 1880 may be taken as a general date of Swift's interest 
in this new class of traffic, and it may be assumed that about that 
time he asked the officials of various railroads to furnish facilities 
for shipping his refrigerated meat. This the raiboads flatly refused 
to do. 

The refrigerator car was still a speculation. The construction of 
the car was expensive, and even if fresh meat cotdd be shipped suc- 
cessfully there was no certainty that the volume of traffic which 
would arise would warrant the capital outlay needed. It was 
generally supposed at this early date that in warm weather a refriger- 
ator car would be unsuccessful, and that even if the time during 
which fresh meats could be transported was enlarged it would stifl 
not be a year-round freight movement. Furthermore, the railroads 
at this time were going through the greatest period of extension in 
their 'history and probably were not interested in investing in expen- 
sive and experimental equipment. Moreover, the railroads had rea- 
sons to discourage the business of shipping dressed meat, as they then 
enjoyed a lucrative traffic in live ammals and were well equipped to 
handle this class of business. A stock car was more advantageous 
for the railroad to own than a refrigerator car, for when not being 
used to transport stock it could be used, and often was used, for 
other freight/ The refrigerator car is not adapted for general traffic, 
as will later be explained more fuUy. (See p. 48.) An additional 
consideration with the raihoads was that the dressed carcass of a 
steer is less than 55 per cent of the weight of the Uve animal. At 
that time, besides the dressed meat^ little, except hides, and fats, con- 
stituting about 10 per cent of the hve weight, was used; the remain- 
ing 85 per cent or more was the waste material which was disposed 
of near the place of slaughtering. Thus by shipping the meat, hides, 
and fats only, instead oi the hve animal, the railroads stood to lose 
a great amount of tonnage which they would otherwise have trans- 
ported. 

A fiu'ther reason for the railroads' reluctance to encourage the ship- 
ments of fresh meat is found in the influence of the various interests 
engaged in businesses coincident to the shipment of live stock. Among 
these were powerful cattle shippers who owned and operated loading 
docks and feeding stations on the lines of the carriers. Some of these 
stations were also owned by the carriers themselves, and in furthering 
the shipment of dressed meats they would destroy the utility of prop- 
erties in which they themselves had money invested. ^ 

Whatever the reasons may have been Gustavus Swift saw that he 
could expect no assistance from the lines which carried large ship- 
ments of live stock. He then requested refrigerator cars from the 
Grand Trunk Railway, which, because of its circuituous route, en- 
joyed but little of the live-stock traffic. He was informed that the 
Grand Trunk would not build any such cars, but if he would furnish 
his own the railroad would route them over its lines. Although this 
arrangement would involve a great expenditure of money at a time 
whenTie had but little working capital, he had no alternative if he 
desired to enter the Eastern market but to buUd the cars himself. 
The marketing of Western beef even after refrigerator cars had been 
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secured was no easy task, for the consuming public had a notion that 
meat carried long distance^ and in transit tor long periods of time 
could not be good. This idea was ably fostered by those interests 
whose business would be impaired by tne shipping and marketing of 
dressed beef.^ Cattle shippers and^ retail butchers combined to pre- 
vent or curtail this new tramc, but in spite of the difficulties Mr. Swift 
was determined to make the venture. With great confidence in his 
enterprise he made arrangements with a Boston representative to 
market the products which he intended to ship East. He then went 
to Detroit and ordered 10 of the latest type of refrigerator car. This 
car was probably the Zimmerman tjrpe, similar to the Tiffany car, 
already described, in that it was equipped with V-shaped ice tanks. 
Moisture collecting on the bottom of these tanks dripped off on the 
meat suspended below; then, too, the tanks often became leaky, due 
to the method of filling them with ice. Large blocks of ice were put 
into the tanks and were broken up with pike poles. The poles often 
slipped from the ice and ripped holes in the sides of the tank. With 
these cars, however, he estaolished his first route to the East. 

In his search for a better car Mr. Swift secured the assistance of a 
Mr. Chase, an engineer of Boston, who discovered the correct prin- 
ciple of refrigeration in transit, namely, circulation of air within the 
car.^ Cool air is heavier 'tiian warm air and sinks, forcing the warm 
air in the car upward. The warm air is in turn cooled by the ice in 
the bunkers. It then sinks again, forcing the air which has been 
warmed bj contact with the articles in the car upward. Two cur- 
rents of air result, each flowing from a bunker at the wid of the car 
and meeting in the center. Mr. Chase not only discovered this prin- 
ciple, but he also devised a practical method of applying it by fasten- 
ing an ice bunker in each end of the car. ^ The buiier is filled from 
the exterior of the car through an opening in the roof. This is closed 
by a plug which fits into the opening andis furtiier sealed by a4iatch 
door m the roof of the car. The principle of circulation oi cool air 
and/the general arrangement of the appliances of this car, by which 
the bunkers could be filled or replenished from the outside, are still 
in use, though various refinements for convenience or efficiency have 
been introduced. The car designed by Mr. Chase demonstrated its 
worth immediately. Other packers were not slow to recognize its 
value and had cars of their own built. The railroads found they 
could not afford to refuse this growing volume of traffic and were soon 
competing for it. 

Among other pioneers in the development of refrigerator cars for 
the shipping of packing-house producte were the Annour interests, 
NelsonMorris, SchwarzschUd & Sidzberger Co., and later the Cudahy 
Packing Co., then known as the Armour-Cudahy Co., incorporated in 
1887, with its principal plant at Omaha. Other smaller companies 
followed the lead of the larger interests in the building of cars as each 
was individually able. It will be noted that the cars which were thus 
used were owned by the companies interested in the transporting of 
their own products. This situation has continued to the present 
time; the railroads have never attempted to supply themselves with 
cars capable of meeting all the requirements of the packing business. 

The refrigerator car is not the only type of equipment which is 

Erivately owned. About the same time that the refrigerator car was 
eing developed the oil interests found it to their advantage to ship 
oil in tank cars. This type of car is now in general use for the ship- 
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ment of all kinds of liquids in bulk, and although the railroads now 
own a considerable number of this kind of car, a great many are also 
stiU privately owned. Tank cars are used in the packing business in 
the shipping of soap stock, tallf)w, greases, cottonseed oil, and the 
like. There are other types of cars which are privately owned, but 
the refrigerator car and tne tank car comprise the bulk of privately 
owned equipment. 

HEATER CARS. 

It is sometimes necessary to provide for the heating of a car to 
prevent the products from freezmg. This is not usually the case in 
the shipment of chilled meat, however, for it has been found that this 
product can be carried more safely in a refrigerator car under refriger- 
ation than in any other way. If care is t^en with the icing of the 
car a constant temperature may be maintained within the car whether 
the exterior temperature is higher or lower than that desired for the 
interior. Heater service is provided by a few railroads, however, 
during the coldest weather to prevent fresh meat from freezing. 
Where heating service is providea the shipment is made in a refriger- 
ator car rather than in a box car, in' order t6 obtain the advantage 
of the insulation for the retention of the heat. Such service is usually 
applied only in cases of local shipments or on peddler car routes. 
Fresh fruits and vegetables sometunes require heat in transit. Ba- 
nana shipments often require protection from frost, which is provided 
either by a portable stove within the car or by running the car into 
a heated shed and opening it. 

m 

TYPES OF CARS IN USE. 

There are at present in the United States two distinct types of 
refrigerator cars. One is known as the beef car or brine tank car, the 
other as the ventilator refrigerator car. These two types are alike 
in general shape and size. The main distinction is to be found in 
the coohng system. In the beef car two tanks are situated in each 
end of the car. These tanks are covered by hatch doors which 
may be opened to permit the tanks to be filled with ice from the 
exterior of the car. Crushed ice mixed with salt is usually used in 
refrigerating fresh meat shipments. The percentage of salt varies 
according to the temperature of the outside air and the kind of 
product shipped. It is seldom less than 8 per cent or more than 
15 per cent. The tanks retain the cold brine, and a lower and more 
constant temperature is thus maiatained than is possible if ice alone 
is used. When the car is reiced the accumulatea brine is released. 
The ventilator refrigerator car has an ice bunker at each end of the 
car. It can also be filled through two hatch doors over each bunker. 
Block ice is usually used in this type of car. The meltage is carried 
off through a pipe at the bottom. Bunkers differ from each other 
slightly in construction. Some are made of slats which overlap but 
wmch do not touch each other, the space between admitting the 
passage of air. The latest type in use is known as the basket bunker, 
which, as the name imphes, is constructed of wire mesh and admits 
still freer passage of air. 

The beef car is usually more heavily insulated than the ventilator 
refrigerator. It is also specially equipped for the shipment of 
fresh beef in that it has a system of rails running crosswise in the 
car at the roof, from which carcasses of meat are hung by means of 
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hooks. The ventilator refrigerator car although sometimes used 
for shipping fresh meat can not successfully preserve it for long 
distances. JParticularly is this true during the warmer months. 
ITie ventilator refrigerator is th^efore generally used only for 
fresh fruit and vegetable shipments and jot the less perishable of 
the packing-house products. No refrigeration is necessary in the 
shipment of some fruits and vegetables during a part of the year. 
When the free circulation of the outside air is sufficient, no ice is 

{)ut into the bunkers of the refrigerator car and the hatches are 
eft partly open to catch the air and force it through the bunkers 
by the motion of the car. Some cars have an arrangement on top 
of the hatch opening in the form of a scoop, which catches the air 
more effectively than the partly open hatch aoor. 

Some insulated cars have no ice bunkers or tanks whatever. 
When perishables are shipped in such a car, ice is placed about the 
package. Such a shipment is frequently referred to as ^4ce on top" 
or ^'ice packed/' Beer, fish, and dressed poultry are the commod- 
ities most frequently transpjorted in this manner. Such shipments 
are occasionalfy made,, too, in an ordinary box car. Insulated cars, 
such as described, are usually old refrigerator cars from which the 
bunkers or brine tanks have been removed and the hatches sealed. 
An insulated car without a cooling system is very seldom buUt. 

The shipment of perishables is no longer a speculation. Ship- 
ments of iruits and vegetables or of fresh meats and packing-house 
products can now be made with comparative assurance that the 
products will arrive at market in good condition. Losses occur in 
the shipment of perishables, of course, as in the shipment of all 
other freight, but the percentage of claims for loss or damage in 
transit is small and the claims which are made are, as a rule, based 
on the improper performance of the icing service or on unusual de- 
lays to the car rather than on any defects in the car itself. (See, 
however, p. 165 flf.) 

The Refrigerator Car Committee created by the U. S. Railroad 
Administration * has recently approved specifications for a refriger- 
ator car in which they have einbodied alf the best features in use at 
the present time. This car contains no new idea in refrigeration 
systems. The committee has used the principle of air circulation, 
the worth of which has been demonstrated by adequate experiment, 
and has refined and perfected the instruments in the construction of 
the car that were needed to secure the best refrigeration possible. 
This car will be heavier and better insulated than any car now in 
use. Improvements will be made as better devices for mechanical 
refrigeration or heating are developed, but it may ^safely be said 
that for the transportation of perishables in the United States the 
car recommended by the committee will adequately meet any de- 
mands that may be placed upon it. 

The Railroad Administration, however, was unable as a practical 
matter to undertake the construction of refrigerator cars of the new 
type during the war, and is understood to have no funds at present 
for this purpose. The railroad companies, themselves, have taken 
no steps, as yet, to construct additional cars. 

I This committee consists of two experts representing railroads, two representing private car companies, 
and two representing the Bureau of Markets of the Department of Agriculture. L. L. Yates, superin- 
tendent of the car department of the Padflc Fruit Express, is chairman. 



CHAPTER 2. 



THE REFRIGERATOR CAR AND THE DEVELOPMENT 

OF THE INDUSTRY. 

PACKING INDUSTRY. 

The refrigerator car made possible the development of the great 
centralized packing industry. Before its use slaughtering was a local 
business; now fresh-meat shipments are a part of international 
commerce. Without the refrigerator car ordinary improvements in 
transportation could have aflFected the packing business but very 
little. Cheaper transporation could not increase the market mate- 
rially. Faster transportation could make but little difference, for 
regardless of the speed of the train the meat would spoil before it 
could be transported any great distance if mechanical refrigeration 
were not provided. The only meat products which could be shipped 
a considerable distance before the advent of the refrigerator car 
were those which had been dried, cured, canned^ or otherwise pre- 
served. Many of these products were packed m containers with 
salt or brine, from which fact the^'packmg house'' takes its name. 
Some of the larger plants shipped these products extensively. 

Previous to the shipment of fresh meats under refrigeration the 
packing business was necessarily in the hands of those butchers who 
slaughtered in or near the community where the meat was to be 
consumed. No concentration of the industry in the hands of the few 
was possible. As the population moved from the Atlantic seaboard 
westward and new centers of population grew up in inland territories 
new packing plants had to be built to supply those communities 
with fresh meat. Thus the business field was continually open to 
new enterprise. It must not be thought, however, that the earlier 
packing plants were necessarily small. Some of the abattoirs situ- 
ated in densely populated New England were large in those days and 
would be considered important even now. 

As early as the Civil War much of the cattle, sheep, and hogs 
slaughtered in eastern plants were western animals. Cattle espe- 
cially were furnished by the West, for they could be raised much more 
plentifully on the extensive plains there than in the East. Then, 
too, eastern cattle were largely milch stock which were usually slaugh- 
tered only when unfit for other use. while western cattle were raised 
for no otner purpose than for food and were shipped for slaughter 
when in prime condition. The western cattle, havmg advantage of 
the abundant food of the plains, produced a better quality of meat 
than the milch animals raised in the East, though eastern animals 
raised for beef purposes, no doubt made as good meat as that of 
western steers slaughtered in the East after their long journey from 
theplains. 

The cattle markets of the West were growing rapidly during the 
period following the Civil War, and they soon became larger than 
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the older eastern markets. Cijicixmati was for a time the largest, but 
Chicago finally surpassed it and became, as it still is, the greatest 
cattle market in the coimtry. There were packing houses situated 
at Chicago at an early date; the earliest plant of any of the compa- 
nies now known as the Big Five was established m 1859. These 
plants suppUed fresh meat to the local trade of the rapidly growing 
western cities and were in a particularly advantageous situation for 
securing live stock. They shipped a considerable quantity of cured 
meats, but they did not absorb any large proportion of the live 
stock of the Chicago market. A majority of that stock continued to 
be reshipped to the eastern packing plan^ for a number of years. 

With the advent of the refrigerator car a revolution swept over the 
meat industry. The fresh meat and the perishable packir^-house 

Sroducte could now be shipped to any point. There were of course 
ifficulties to overcome: Tne imperfections of the car itself; the 
prejudice of the buying pubUc against refrigerated meat, which was 
industriously fostered by local butchers and cattle shippers; and the 
hostiUty of the railroads. These handicaps were, however, gradually 
overcome, and the shipping of live stock to the eastern seaboard 
began to decline. 

Beginning about 1880 larger plants were erected at Chicago, and 
the small plants were enlarged so tiiat they were soon capable of 
supplying a part of the eastern trade as well as the local market. 
Other plants were also erected at still farther western points, such as 
Omaha, Kansas City, and other western cattle markets, as they grew 
into importance. The fresh meat of the animals slaughtered in wese 
plants began to be sold in every city of the United States, and the 
concentration of the meat industry had begim. 

By this time the sectionalization of the stock-raising industry had 
reached such a point tiiat, in general, it may be said that the produc- 
ing areas were m the West and the consuming sections in the East. 
The western movement of population has never changed this balance. 
At the present time 70 per cent of all cattle, other ttian dairy cows; 
70 per cent of all sheep; and 51 per cent of the hogs are raised west 
of the Mississippi River. On the other hand, 69 per cent of the pop- 
ulation of the United States lives to the east of it. It is therefore 
clear that in whatever form animal produce may be shipped an aver- 
age long haul is necessary from the producing areas to tne consuming 
centers. It is also evident that the haul must be made up of two 
distinct shipments, the first being the shipment of the live animal to 
the slaughter house and the second of the fresh meat and packing- 
house products to the consumer. Before the time of refrigerated 
transportationshipmentonthehoof wasby far the longer of the two. 
After the refrigerator car came into general use the transporting of live 
animals for long distances was no longer necessary, as the dressed 
product could be shipped practically any distance without deteriora- 
tion. However, a considerable number of cattle are still shipped 
from the West to New York and Philadelphia for ''Kosher'' killing 
for the trade demanding it. 

Advantage of dressed shipmerUs over live sJiipTnents. — The compara- 
tive advantages of live shipments and dressed shipments should be 
considered. Live animals are shipped in a car of special design 
known as a stock car. The sides are not solidly built but are composed 
of slats, as is also the door. Some cars are equipped with feeding 
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troughs on the side of the car. Frequently hogs, sheep, and sometimes 
calves are carried in a double-deck stock car which, as the name 
impUes, has two floors or decks upon which to load the animals. A 
stock car has certain advantages over the refrigerator car. In the 
first place, the cost of building a stock car is much less than the cost 
of a refrigerator. The cost of maintenance is also less. The freight 
rates on live stock shipments are usually somewhat lower than the 
rates on shipments of dressed meat. At first glance it may seem, 
therefore, that the shipment of live stock is the cheaper and more 
desirable method of transportation. 

The shipment of live stock, however, lacks certain fundamental' 
conveniences and economies attendant to the shipping of fresh meat 
which greatly outweigh the advantages of the five shipment. A 
steer oi l,000pounds weight will ** dress'' to about 560 pounds of 
fresh meat. The remainder of the animal, which forms the basis for 
the by-products of the packing industry, must go through additional 
processes before it is ready for consumption. Many of these products, 
even when in their final form, have no adequate market in the com- 
munities where the fresh meat is sent. When shipped alive the 
entire animal must be carried to one point but when the animal is 
slaughtered in the producing sections, segregation of the various 
products may be made before shipment and wie proper quantity of 
each product may be sent to the consuming district where it is in 
demand. Some of the less perishable and nonperishable products 
take a lower freight rate than either the fresh meat or the live animal 
and economy in freight charges is therefore eflfected. Economy in 
equipment may also be secured, for the nonperishable products may 
be shipped in ordinary box cars. 

There are also certain direct disadvantages in shipping live animals 
a great distance. One of the most important is that tne animal al- 
ways ''shrinks.'' Range cattle shrink more than stall fed, probably 
because the range catue are unaccustomed to any confinement, are 
more restive, and eat less in transit than the stall fed animals. The 
shrinkage of sheep is greater than that of other live stock. The per- 
centage of shrinkage varies for the different kinds of stock during 
different seasons of the year, but it may be said that, generally 
speaking, the shrinkage is a little less than 5 per cent of the j^oss 
weight OI the animal on an average shipment from the Middle West 
to the Atlantic seaboard. When railroads allow for shrinkage in 
fixing the freight rate it is figured on that basis. Fresh meat also 
loses some weight in transit, but such loss is insignificant. 

Impairment of the quality of the meat is another important item 
in the shipment of hve animals a great distance. Even though ani- 
mals have been carefully fattened they will not produce the finest 
quality of meat if they are shipped a great distance for slaughter. 
The most direct loss in shipping animals alive, however, is the death 
of the animals in transit. Tnis is a large item only on long journeys. 
As stock cars are unprotected from the weather the live stock suffers 
from extremes of heat or cold. Hogs apparently have a higher 
mortality in transit than other animals. Smothering is most fre- 

auently the cause of their death, although a large number freeze to 
eath during extremely cold weather. Except for their hides or 
skins dead animals are used only in the production of nonedible 
greases and f ertilizersf or '^tankage,'' so that the value of animals 
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which are killed in transit is very small in comparison to their value 
aUve. 

Stock in transit must be unloaded for rest, food, and water at 
intervals prescribed by the laws of the various States and by Federal 
statute. Considerable delay is caused by this necessary unloading 
and reloading of the stock. The cost of the feeding; the charges for 
the additional switching of the cars; and the expenses incidental to 
the loading and unloading of the stock are items of considerable 
importance which should be considered in calculating the cost of 
shipping live animals. It is very difficult to obtain accurate figures 
on these expenses incidental to the shipment of Uve animals^ for 
they are borne by the individual shipper, who in a majority of cases 
does not keep his records sufficiently complete t6 show the informa- 
tion accurately. From the information submitted, however, it seems 
safe to assume that, exclusive of the regular freight charges^ the 
incidental expenses of shipping a car of hve stock, that is, the loss 
from shrinkage and death and the cost of loading, unloading, feeding, 
bedding, etc., is at present not less than $100 for a distance of 500 
miles. 

Fresh meat in transit also requires special care and involves addi- 
tional expense. The ice tanks or bunkers must be replenished 
en route, but the delay caused by this operation is less than that in- 
volved in the feeding and watering of Eve stock. The relative cost 
of feeding a carload of stock and m icing a car of fresh meat can not 
accurately be determined, for the two shipments are very different. 
It is safe to assume, however, from data collected and from various 
tariffs of icing charges, that for a shipment of 500 miles under average 
conditions, the cost oi icing will not exceed $25 per car. 

The shipment of dressed meat then is more advantageous than 
the shipment of live stock for the following reasons: 

1. A particular market can be readily supphed with the animal 
products needed at that point. 

2. Nonperishable products of slaughtering may be sent in ordi- 
nary equipment at freight rates lower than the rates on live stock. 
Economy m equipment and freight charges is thus effected. 

3. Loss from deterioration of quality, shrinkage, and death of 
animals in transit is practically eliminated. 

4. While both classes of smpment require special care in transit, 
fresh meat can be cared for more expeditiously and with less expense. 

Private car companies have been able to furnish only to a very 
limited extent, beef cars to those packing companies which could 
not afford or did not care to invest in this class of equipment. Practi- 
cally all the beef cars now operated are owned by the companies 
whose products they carry. The few packing companies which in 
the very beginning acquired a supply of cars secured a tremendous 
competitive advantage over the companies which failed to provide 
themselves with sum facilities, since these companies were able 
to build their plants at points advantageous for securing in 
the greatest number the live stock supply needed. Their plants 
were located with but little reference to the markets in which they 
intended to sell. With the aid of the refrigerator car the western 
packer was able to furnish fresh meat to the eastern market which was 
both cheaper and often better than local slaughterers could supply 
from cattle raised in the West; better because the animal had not been 



REPORT ON PRIVATE CAR LINES. 37 

subjected tathe additional journey of a thousand miles or more to 
the eastern seaboard, and cheaper because of the advantageous 
location of the packing plants in the producing territories. The meat, 
however, was presumably little better or cheaper than beefproduced 
locally in the East, though under the freest competition the East could 
not have produced any large part of the supply it required. 

Changes in live-stock production. — A ffreat change in the production 
of cattle for slaughtering took place wnile the packing industry was 
expanding. This was partly due to changes occurring in the packing 
industry, but was also dependent upon other more general causes. 
Even at an early period there was a considerable demand in the East 
for w^estern beef. Cattle fed exclusively on range grass, however, 
do not produce the same quality of meat as cattle fattened on corn. 
In the. earlyperiod the range cattle were shipped to the East for 
fattening. The farmers of fllinois and Iowa were shipping a lar^e 
part of fiieir com to the East for that purpose. After the establish- 
ment of cattle markets in the West the farmers in that district saw 
that they could buy the leaner range-fed cattle in the market, fatten 
them on their farms, and reship them to the nearby slaughterhouse 
as prime beef at a profit. This became an especially attractive 
busmess since more and more of the range-fed cattle were being 
shipped to market quite lean. The population was moving west- 
ward and the opportunity for extensive cattle droving was becoming 
limited. The fattening of cattle thus became one of the important 
businesses of the farmers of the Middle West. The proportion of 
corn which was shipped out of the producing district declined. In 
fact, the fattening business became so extensive that it was not 
unusual for the com belt farmer to buy com for feed to supplement 
that which he raised. This change in cattle production assured the 
western packer a supply of animals which were in prime condition 
and it assured the consumer a desired quality of meat. A natural 
impetus was given to the raising of sheep and hogs by the increased 
demand, but no essential change occurred in the character of these 
industries. Hogs have always been raised in the more cultivated 
sections and as the farmers pushed west of the Mississippi the hog 
industry naturally progressed in that direction. 

Changes in method oj distribution. — Great as was the change in the 
production of meats and meat products brought about by the refrig- 
erator car, a stiU greater change occurred in marketing the products. 
It was necessary to have some agency in each consiuning district to 
receive and distribute the products from the packing Jiouse. To 
perform this work branch houses were established throughout the 
country. These places did no slaughtering whatever but acted as 
receiving and storage rooms. Packing-house products were shipped 
to the branch houses by the car load and stored in the refrigerator 
rooms until sold. By this means the large centralized packers 
became as well equipped as the local slaughterers for the furnishing 
of fresh meat. to the retail dealers. In fact they were better prepared 
to supply the local trade than the local packing house, for they had 
a greater variety of products. 

For supplying those outlying districts the trade of which was not 
sufficient to warrant the erection of a branch house, the peddler car 
was devised. This is a refrigerator car which is loaded with various 
assortments of products to be disposed of at certain designated places 
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along a given route. Usually an agent of the packing company 
operating the peddler car travels along this route and takes orders 
which are to be filled from the car. Articles ordered by local dealers 
are unloaded at the various stations along the route. A nimiber of 
towns can thus be supplied by one peddler car. This system is now 
in extensive use and the cars are operated from central packing 
plants as well as from the branch houses. 

Occasionally the railroads maintain peddler-car routes with their 
own equipment. Although they have no brine tanks, the cars of the 
carriers are usuailv adequate for peddler service, as the route is never 
very long. Peddler cars, however, are more frequently a part of the 
eqmpment of the packing company whose products tfiey carry. 

The peddler car has become the supply house on wheels by which 
it is possible readily to open up new markets. Practically no expenses 
other than those of the salesman and of transporting the product are 
incurred in sending this car into new territory. Since the cars can. run 
wherever there is a railroad the most remote part of the country may 
easily be reached. When a market grows to such pioportions that the 
erection of a branch house seems warranted, one may be placed in 
that locality, and the car or cars used to supply the district jnay be 
sent to develop still other markets. On the other hand, if it be 
found that a car route is not doing sufficient business to be profitable 
it is an easy matter to withdraw the car or change the route. As 
no buildings are erected and no capital is directly invested no loss 
is incurred in thus changing car routes. The flexibiUty of this new 
system of marketing is ite most noticeable feature. Before its use a 
new market for fresh meat could be developed only by the erection 
of an abattoir or a branch house. This required a considerable 
investment of capital and also presupposed that the market would be 
fairly large and constant. The new system of marketing can supply 
a small market as readily as a large one. As a matter of fact the 
packers are pushing the peddler-car system into the heart of the 
producing region itself. 

With the spread of the system of branch houses and peddler-car 
routes small place was left for the local slaughterer, who was pre- 
viously so important. The supplying of fresh meat to the country, 
by these changes, is passing from the hands of numerous small dealers 
into those of a few farge operator^. The retail dealer often does not 
now have the choice of buying either from a distributing agency of 
the Big Five or from the local slaughterer, for in many commumties 
the latter no longer exists. The refrigerator car has changed the 
methods of production and distribution of meat and packing-house 
products so radically that the packer who does not own cars can not 
now compete successfully in fresh meats in distant markets with 
those who do have them.^ Moreover, the packer who does not own 
cars is at a disadvantage in distant markets with respect to some of 
his other products as well. 

Export shipments. — It has been seen that marketing of fresh' meat 
became national; another step remained — to make it international. 
This was done about 1884. Steamships were then fitted with refrig- 
erator rooms. For this class of shipment it was found desirable at 
first to send the beef frozen. The ireezing was done before it left 
the packing plant. At present it has also been foimd practicable at 
times to export chilled beef. 
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Both frozen and chilled meat may be successfully transported only 
in a brine-tank car, for the temperature in the car must be kept below 
the freezing point. This temperature can not be maintained in a 
ventilator refrigerator cap for any length of time. As most packing 
houses are situated some distance from seaboard, a comparatively 
long time is usually necessary in transporting meat to the snip's side. 
A car load of meat also often arrives at seaboard before the ship is 
ready to load, and the meat may therefore have to be kept in the car 
for some time. If a ventilator refrigerator car were used, it would 
probably be necessary to unload the meat from the car and store it in 
a refrigerating plant until it could be loaded into the ship, as it would 
be unsafe to leave it standing for any length of time in such a car. 
A vast majority of export shipments of beef are therefore carried in 
brine-tank cars, but some export shipments are carried to seaboard 
in other tjpes. The risk involved in using a ventilator refrigerator 
car for this traffic is high. The packer who owns no brine-tank cars 
is practically excluded from the export business, since it is almost im- 
possible for him to secure this type of car from outside sources. 

Diversity x>f "products marketed. — ^As the market of the packing in- 
terests has wiaened the variety of their products has correspond- 
ingly increased, not only by an intensive use of the by-products of 
slaughtering but also by control over nonpacking-house products. 
The system of marketing through the branch houses ana peddler 
car routes proved so eflFective as a method for the distribution of 
meats that the packing interests have come to use it for marketing 
other products as well, such as cured and tinned meats, soap, oleo- 
margarine, cleansing powder, dried glue, aiid the like, or with other 
products not connected with the packing industry but in which the 
packers are interested, such as canned milk, canned fruits, and vege- 
tables, cheese, poultry, butter and eggs, and otherproducts varymg 
with the activities of each individuS packer. The branch house 
handUng such a diversified list of products has thus become a veritable 
wholesale market. It naturally became an attractive place for the 
retailer because of the great variety of goods handled. 

All these changes^ may be attributed to the advent of tjie refriger- 
ator car. Without it great plants, located with reference to live stock 
supply rather than to consuming markets, could not have been ope- 
rated. Without great plants, oy-products could not^ be used so 
efficiently. Without the refrigerator car vast markets, international 
as well as national, could not have been built up and distribution to 
every portion of the United States by the branch house and peddler- 
car system could not have been accomplished. Without such facili- 
ties for marketing, so many collateral lines of business would not have 
been entered. The refrigerator car is the instrument upon which all 
these factors depend. It has made production and distribution eflfec- 
tive. It has made possible great concentration resulting in monopo- 
listic conditions in the packmg industry and permitted its control of 
numerous collateral Unes of business. 

FRUITS AND VEGETABLES. 

It has already been stated that the increased facilities for the 
transportation of perishables caused great changes in the fruit and 
vegetable industry as well as the meat-packing business. Like the 
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packing industry, the raising of fruits and vegetables was, before the 
days of refrigeration in transit, a local business. Only crojpa which 
could be transported for long distances without refrigeration could 
be raised in sections of the country not in close proximity to market, 
for even though the soil in those sections might be especially adapted 
to the raising of fruits and vegetables, they could not profitably be 
grown in any large quantitjr because of the impossibility of trans- 
porting them to market. Private car companies in the earlier stages 
of their development did a great deal to advertise the refrigerator 
car as a means of carrying perishables to market. If the operation* 
of the refrigerator car was to be profitable, it was necessary not only 
to solicit the freight for it but also actually to create traflic which 
would demand such a carrier. The private car companies did a 
great deal m developing specialized productive areas and in thus 
producing a better and more abundant supply of fresh fruits and 
vegetables. 

Many analogies exist between the development of the fresh-meat 
traffic and the fruit and vegetable business. There are, how-ever, 
certain fundamental differences which should be pointed out. The 
shippers of fresh meat have for the most part furnished their own 
transportation facilities. This situation has enabled a few packers to 
secure a commanding position in the industry. In the fruit and 
vegetable business, on the other hand, the private car companies 
and the^ railroads have usually furnished the cars to shippers 
and the industry is one that is not concentrated in the hands of a 
few. In producing fruits and vegetables the principal factor is land. 
and no small group of companies or individuals can secure control 
of sufficient territory to form a monopoly. 

-The effect of the refrigerator car on the fruit and vegetable industry 
can be shown best by describing briefly the growth of various sec- 
tions now well known for their products, showing the relation which 
the refrigerator car has had to that development. 

Citrus fruit had been grown in California since the middle of the 
nineteenth century and some quantities were shipped imder ventila- 
tion at an early date. The California fruit trade therefore attracted 
the attention of the experimenters of refrigerator cars from the first. 
Several car companies were formed primarily to furnish cars for the 
CaUfornia trade. At one time there were five car lines competing- for 
the traffic.^ The refrigerator car stabihzed the citrus-fruit industry 
and aided in its development untU it has now become the most im- 
portant perishable crop movement in the country. Before the intro- 
duction of the refrigerator car deciduous fruit was not shipped to any 
great extent from California, but since that time it has also developed 
until it is now a very important movement. 

The situation which developed in the berry industry in one region 
west of the Mississippi River is notable. Some berries were grown 
and marketed near Denver, Mo., and Ledville, Mo., before the advent 
of the refrigerator car. The section seemed to be particularly adapted 
to this culture. The berries were shipped only in small lots and 
always by express. Naturally high prices were charged for them not 
only because of the risk of spoilage in transit but also on account of the 
large expense involved in express shipments. It was possible to 
obtain these high prices in the West because of the mining boom at 
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that time, but as the supply of berries increased and the mining 
boom declined it became mcreasingly difficult to market them at 
profitable prices. The result was a temporary decline in the busi- 
ness. ^ This was about 1886^ by which time refrigerator cars had 
practically passed the experimental stage. It was somewhat diffi- 
cult to secure cars for the movement of berries from this section, 
but a few were obtained, and the product was then shipped by freight 
under refrigeration. The declining industry was revived and it has 
continued to grow xmtil the movement from the district now amounts 
to 2,000 cars annually. 

Even before refrigerator cars were in extensive use, Florida had 
grown a large quantity of citrus fruit which was shipped under ven- 
tilation during certain seasons of the vear. Very little attention was 
paid to the growing of vegetables at that time, as it was more difficult 
to transport them and they were less profitable than the fruits. In 
1893, however, a serious freeze destroyed or damaged a large number 
of the citrus-fruit trees. The growers foimd themselves in financial 
difficulties and were glad to turn to the growing of other fruits and 
vegetables as a means of relief. The vegetable mdustry, thus begun 
as the result of a crop failure, has continued to develop until it now 
forms a large and important movement from Florida, The citrus- 
fruit industry has also since recovered and is of importance. These 
products are now marketed the year round with the aid of refrigerator 
oars. 

J. H. Hale, of Connecticut, with some others had been making 
experiments on peaches in the eighties and had propagated the 
Eloerta peach. In seeking a section of the country adapted to the 
growing of peaches the territory adjacent to Fort Valley, Ga., was 
selected. Here the soil conditions were found adequate to produce 
a highly colored and well flavored peach which would come to matu- 
rity at a time when there was a big demand in the Atlantic coast 
markets. Thousands of acres of peach trees were set out. The 
railroads had never handled any large volume of carload perishable 
freight from that territory. Consequently when the trees started to 
bear and a large crop was promised about the year 1893, the carriers' 
problem of furnishing sufficient transportation facilities to move the 
crop was a serious one. Practically every refrigerator line in the 
country was called upon to assist the southern railroads in the first 
large movement. The carriers, then realizing that the movement 
would be of increasing importance each year, made arrangements to 
handle it in the future. The business has continued to grow until it 
amounted to approximately 8,000 cars in the year 1918. Growing 
sections in South Carolina nave also been developed and have con- 
tributed largely to the southern peach crop. 

The growing sections in Mississippi, Alabama, and Louisiana have 
also been greatly encouraged by the refrigerator car. The raising of 
tomatoes in Texas was developed primarily through the efforts of 

?rivate car companies interested in developing the traffic. Eastern 
'exas has a soil heavily impregnated with iron, and it is therefore 
desirable territory for tomato culture. It was very difficult, however, 
to interest the Texas farmer in growing tomatoes, for the staple crop 
of that section was cotton. This diSiculty was overcome by the 
representatives of a private car company who induced settlers in 
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the tomato district of Mississippi to move to Texas and start the 
industry there. The business tnus b^un has grown until it now 
averages over 2,000 carloads annually. 

Another development in Texas industry was the growing of onions* 
The Department of Agriculture had recommended, amon^ other 
things, tnat the Bermuda onion be grown. After considerate diflS- 
culty a small quantity of seed was secured, which was grown only in 
Teneriffe, one of the Canary Islands. A better onion was produced 
in the rich Texas soil under irrigation than had previously been 

frown. From a few hundred bushels the first year the movement 
as steadily increased imtil in 1917 over 6,000 carloads were shipped 
from San Antonio and Loretta alone. 

The refrigerator car and the private car companies have been 
a great aid in a larger and more scientific development of the 
fruit and vegetable industry. Whereas formerly each section was 
limited to the amoimt and variety of perishable fruits and vegetables 
which it could produce itself, and liinited as to the season in which 
they could be grown^ now the variety of goods obtainable in the 
markets at any time is limited only by the country's entire supply. 
The goods are shipped under refrigeration from the specidized 
producing areas to large markets and are available in a fresh condi- 
tion to the consumers there. 



CHAPTER 3. 

RELATIONS OF PRIVATE CAR LINES WITH THE RAIL- 
ROADS. 

Private cars are a recrudescence of the earliest practice when 
railroads were expected to furnish the roadbed and motive power 
and the shipper the vehicle. The early history of the relation 
between the carriers and the owners of private cars is somewhat 
obscure. Some authorities declare that a mileage allowance has 
been paid by the railroads since 1867, while others contend that this 
practice was introduced at a somewhat later date. It seems clear, 
at least, that the present practice, of paying mileage on both the 
loaded and empty movement of private cars was not introduced for 
several years after the advent of the refrigerator car. This change 
was a result of competition between earners, and was made some- 
time in the eighties when a comparatively new railroad line running 
west of Chicago entered into contract with one of the large packers 
to pay 1 cent per mile on both the loaded and empty movements of 
refrigerator cars. In order to meet the competition other roads 
quickly followed its lead and the 1 cent rate became firmly estab- 
lished in western territory. This transaction was a result of com- 
petition for tonnage and marks the beginning of the complicated 
arrangements that quickly developed between the packers and the 
railroads. 

For almost 40 years the struggle between the packers and the rail- 
roads has continued; the packers seeking to exact higher mileage 
payments and other . transportation concessions, and tne railroads 
attempting to keep down their paymients for the operation of private 
cars. As each road was striving to secure the maximum portion of 
the packer traffic, none dared go too far in insisting upon reasonable 
mileage rates for fear of antagonizing the packers and losing its 
share of the coveted prize, the packers' traffic. The points of con- 
tention in this struggle have been numerous and varied. Only those 
factors of present concern will be discussed here, and a brief out- 
line given of whatever data may be necessary to aid in understand- 
ing the question. 

Chief among the present factors of railroad operation of private 
cars are the following: Mileage and per diem payments, commis- 
sions, refrigeration and icing, car service, peddler cars, demurrage, 
Master Car Builders' rules, mixing rules, and minimum weights. 

MILEAGE RATES. 

Mileage allowances are payments made to private owners of cars 
for the operation of these cars on the lines of the carriers. The pav- 
ment is oased on the actual number of miles the car ^travels on tne 
lines of the railroad, and each railroad line or system pays the owner 
a certain rate per car per mile. It seems that there was little uni- 
formity in the rates, except among competing carriers, previous to 

43 



44 REPORT ON PRIVATE CAR LINES. 

the nineties. The rates were not under regulation by any govern- 
mental body and varied considerably in different parts of the coun- 
try. The range in the eighties was apparently three-fourths cent to 1 
cent per mile. In 1893 the rate for refrigerator cars west of Buffalo, 
N. YT, was generally 1 cent. In November of that year a rate of 1 
cent was established by western carriers and three-fourths cent as a 
general rule by eastern carriers. In general, it may be said that these 
rates in force in 1893 remained until 1917, although there were a few 
variations of the allowance in the East. In 1909 a 1-cent rate was 
allowed on refrigerator cars moving from St. Louis to the Illinois- 
Indiana State line. The Wabash Kailroad paid 1 cent on move- 
ments to Buffalo. Other variations in rates were in practice in this 
territory, but as a general rule the rate to the East was three-fourths 
cent. 

On October 1, 1917, the mileage rate on refrigerator cars between 
all points east of the Mississippi. Kiver was increased to 1 cent. The 
present rate on refrigerator cars on both the loaded and empty 
movements is 1 cent per mile between all points east of El Paso, 
Tex., Albuquerque, N. Mex., Salt Lake City and Ogden, Utah. All 
territory west oi an imaginary line connecting these cities is known 
as the transcontinental zone. The mileage allowance granted by the 
railroads operating in this zone is different from the practice to the 
East; the rate varies according to the distance of the haul. On 
private refrigerator cars traveling 800 miles or less the payment is 
six-tenths cent per mile, when moving loaded. When the distance 
traveled is in excess of 800 miles, three-fourths cent is allowed. If, 
however, private cars are loaded with freight not requiring refriger- 
ation the rate is uniformly six-tenths cent per mile, regardless of 
distance. No allowance whatever is made for refrigerator cars or 
any other kind of car privately owned, when moving empty.^ 

The present rate on privately-owned coal, coke, stock, and box 
cars of various kinds is* six- tenths cent per mile. Until recently the 
rate on tank cars has been uniformly three-fourths cent per mile; 
on live-poultry cars generally three-fourths cent; and on palace 
stock cars generally six-tenths cent per mUe, except on a few lines in 
the Southeast, wmch allowed three-fourths cent. By recent order 
of the Interstate Commerce Commission the carriers are required to 
establish the payment of 1 cent per mile on both the loaded and 
empty movements of privately-owned tank cars, live-poultry cars, 
palace stock cars, and heater cars. 

Mileage deduction through terminals. — Mileage which would nat- 
iu*ally accrue to the credit of the private car owner for the distance 
traveled by his cars through termmals has not been granted by the 
railroads. The reason for this practice is perhaps the fact that 
mileage could not reasonably be computed for the switching move- 
ment of cars, and the railroads therefore developed the practice of 
deducting mileage in a through movement, included between the 
switching limits of all terminals. For example, the mileage on a^ 
shipment from Chicago to New York is computed as follows: From' 
the outer switching limits of Chicago to the western limits of the 
Toledo switching district; from the eastern limits of Toledo to the 
western limits oi the Cleveland switching district; from the eastern 

1 The mileage rate in the transcontinental zone has been changed to 1 cent per mile for both loaded and 
empty movements, to become effective on or before May 15, 1919 (62 1. C. C, 240). 
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limits of the Cleveland district to the western limits of the Buffalo 
district; and so on, to the outer switching limits of New York City. 
Practice in this respect is, however, not uniform. While it is the gen- 
eral rule for railroads to deduct the mileage movements througjh the 
switching limits of important points, yet a few allow the full mileage 
from the switching limit of the point of origin to the switching limit 
at the point of destination. Tms additional mileage is granted only 
in cases where the shipment moves from point of origin to destination 
over one line. 

In view of the fact that railroad terminals and switching facilities 
in our important cities average from 10 to 12 miles, this question of 
mileage deduction is an important one. In Chicago alone a car may 
be moved on a straight line haul through the Chicago switching limits 
a distance of about 30 miles. Car owners do not urge that the mile- 
age of their cars within switching hmits should be computed, for if 
this were attempted it would probably result in needless confusion 
and imfairnesst Raiboad representatives concede that the mileage 
should be computed for the total distance from the point of origin to 
the point of destination, including the straight distance through city 
switching limits, but not the distance actually traveled in switching 
movements. 

Per diem payments, — Allowances by the railroads for the operation 
of private cars have always been on a mileage basis. In fact, the 
per car per mile basis was the only one known m railroad usage up to 
1902. At that time payment for the use of railroad-owned cars on 
foreign lines was changed to a per diem basis, under which the owning 
road receives from the foreign road, under interchange regulations, a 
specified rate per car per day. The per diem rate in 1902 was 20 cents, 
with a penalty attachment of 80 cents per day if a car was detained 
more than 30 days. From July, 1906, to July, 1907, the charge was 
25 cents, with a penalty of 75 cents per day on cars held more than 30 
days. From July, 1907, to March, 1908, the rate was 50 cents per 
day; from March, J908, to March, 1910, 25 cents; from March, 1910, 
to August 1, 1910, 30 cents; from August 1, 1910, to January 1, 1913, 
35 cents; from January 1, 1913, to January 1, 1917, 45 cents; from 
January 1, 1917, to Marcn 31, 1917, 75 cents; and from March 31, 
1917, to date, 60 cents. 

It is noted from the foregoing statement that per diem charges 
vasy from time to time to much greater degree than mileage rates. 
Various attempts have been made on the part of railroads to change 
the basis of compensation for private cars to per diem. Mr. J. W . 
Midgley, a well-laiown traffic expert, gave considerable study to this 
question and endeavored by publicity and his influence with the rail- 
roads to have the practice changed. His efforts were unsuccessful 
apparently for the reason that a per diem rate did not appeal to the 
pnvate car owner, because he believed he could secure a laster move- 
ment of his cars and a more prompt return under the mileage basis 
than under the per diem. 

Dulling recent Interstate Commerce Commission hearings, when 
the car owners were asking for an increase in the mileage rates, they 
said they would be content to receive a per diem provided it were 
sufficiently large to cover their expenses of operation, depreciation, 
and a reasonable return on the mvestment. The question as to 
what the railroads' payment for the operation of private cars should 
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be is a much mooted one, the private car owner claiming that pay- 
ment should cover all his costs of operation and maintenance, also 
general expenses, depreciation, and a return on the entire capital 
mvestment in car equipment. The railroad, on the other hand, 
insists that it should be required to pay only an amount that would 
cover maintenance and depreciation, and in some instances, railroad 
officials go so far as to maintain that they should be responsible for 
a payment sufficient only to cover expenses of maintenance. ^ The 
argumeJnt presented by some railroad officials is that the shipper 
owning a special car receives a particular advantage from such 
ownership over the shipper not having the special equipment. Some 
^o so far as to maintain that in effect an intangible part of the pack- 
mg plant which is vested in the refrigerator car is turned over to the 
carrier for operation. Practically ml carriers feel their obligation 
to pay a return sufficient to cover operating expenses on packer 
cars but object to suj)porting and maintainin]?, by providing an ade- 
quate return on the mvestment, the special advantage which accrues 
to the packer through his ownership of the private car. 

Loaded and empty mileage, — While mileage is paid by the railroads 
both for loaded and empty movements, it is understood by the 
railroad and the shipper or car owner that the loaded and empty 
mileage on each raih*oad shall be equalized. In other words, the 
shipper is required to give each carrier over which his cars travel, a 
loaded mile for each empty mile the cars make, under penalty of 
paying to the railroad a mileage rate for each empty mile that is 
made m excess of the loaded mUeage on the respective road. The 
rates levied by the raUroads for excess empty mileage vary from 4 to 
10 cents per mile. It is a question whether this arranjgement, 
requiring an equalization of mileage, is adhered to. Very ^w rail- 
roads at the jpresent time report loaded aiid empty mileage. The 
feneral practice is for the railroads to notify the snipper whenever 
is empty mileage is exceeding the loaded. He is then given an 
opportunity for equalization by furnishing the road a greater amount 
oi loaded mileage. 

COMMISSIONS. 

^ Railroads formerly made a common practice of paying a commis- 
sion on the freight revenue to the owners of private cars. This com- 
mission varied anywhere from 5 to 12^ per cent and in cases whgre a 
portion of the commission was in tuYn paid to the shipper was in the 
nature of a direct rebate. Private car companies competing for 
the fruit and vegetable traffic, both packer and railroad owned, 
waged a severe war of competition among themselves, and sometimes 
penormed the service of transportation for practically nothing. 
The Elkins Act in 1903 and the growing practice about that time 
on the part of the private car companies in securing exclusive con- 
tracts vdth particular railroads, which completely did away with 
competition on a particular route, brought about the discontinuance 
of the practice. Some cases, however, were continued as late as 
1906 when they were prohibited by court order.* There is no evi- 
dence that such commissions are anywhere continued to-day and it 

1 For disposition of the Milwatilcee Refrigerator Transit & Car Co. case, involving the payment of commis- 
sions to a car line, which had complete control, for transportation purposes, over the product carried in 
its cars and was at least a "party interested in the traffic/^ see 142 Fed. &ep., 247; 145 Fed. Bep., 1007 
1. C. C. Keport, 1906, pp. 47, 48. 
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is altx)^ether probable that they were permanently abandoned the 
beginning of the twentieth century. 

REFRIGERATION AND ICING. 

A considerable proportion of perishable traffic is refrigerated and 
iced at packer owned and controlled icing stations or platforms. As 
will be shown in Part II, chapter 4, of this report the packers own 
the i«ing stations in trunk line territory on the lines over which a 
large part of their tonnage moves.^ The rate for icing fresh meat and 
packing-house products throughout the United States has been gen- 
erally $2.50 per ton and sometimes an additional charge of 40 to 
50 cents per hundredweight for salt.^ On fruits and vegetables, on 
the other hand, the rates have been from $2.50 per ton up. Profits 
from furnishing ice for competitors has enabled the packers to ice 
their own shipments at a yerv low cost — in some cases almost negli- 
gible — a condition of particular advantage to them. Prior to 1906, 
when the Hepburn Act brought refrigeration rates under review by 
the Interstate Commerce Commission, the rates particularly on 
fruits and vegetables were ^'all the traffic would bear.'' They were 
based on no principles of rate making — the rate being raised arbi- 
trarily by the packers and others interested in this business. This 
applies particularly to the stated refrigeration charges which are 
discussea in detail in Part III, chapter 4, of this report. 

CAR SERVICE. 

Cars of the Big Five packers, as shown by tables in Part II, chapter 
2, make a larjger daily mileage than the cars of any other class of 
companies. This may be due in part to the fact that their cars 
move for the most part from Missouri River points and Chicago to 
the East in trainload lots and when so moved the cars are not de- 
layed at junction points or classification yards. The empties are 
returned in the same way. This trainload movement of loaded cars 
east and empty cars west has been aptly termed the shuttle movement 
and typifies the expedition accorded to packers' cars. 

Moreover, because of their great tonnage and gigantic business 
operations the packers are enabfed to employ traffic experts and other 
trained employees whose sole business is to trace cars. Junction 
reports are received from railroads and in addition employees are 
stationed at variouspoints along the trunk lines to the east to keep 
the cars moving. The smaU packer can not afford to employ such 
methods nor does he control sufficient traffic to cause concern in 
raihoad organization by threats of diverting his freight to some other 
road. 

Packers' cars for the most part are returned empty. A packer 
witness at the Interstate Commerce Commission hearing in Chicago, 
February, 19i8, said that as much as 15 per cent of the return mue- 
age of packer cars was loaded. No figures could be secured to sub- 
stantiate this statement, and while it is possible that packer cars are 

1 On July 31, 1918, the Interstate Commerce Commission decreed that the carriers should own and operate 
all icing stations and perform the service of refrigeration in transit. The packers are disposing of their 
icing stations by sale to the carriers on whose lines they are situated. SeedOl. C. C, ^2. 

> Refrigeration rates and charges for icing fresh meats and packing house products, also other perishable 
products such as fruits and vegetables, are under revision upward by proposed tariff issued under the 
auspices of the Railroad Administration, January, 1919. 
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sometimes used by the railroads for loading package freight on the 
return movement, this is not made use of to any great extent. Re-' 
frigerator cars of course are not adapted for carrying all kinds of 
freight, both because of the possible mjury to the car and also be- 
cause of the possible damage to the freight itself. Railroad tariffs 
frequently publish statements similar to the following and sometimes 
hst specific articles barred from return loading: 

Articles not to be loaded in standard refrigerator cars, meat cars, or standard ventila- 
tor cars: Any freight liable to damage from dampness or rust; and freight the odor 
of which may unfit the cars for transportation of perishable freight; and any rougli or 
heavy freight that may damage car walla or floors. 

Car cleaning, after a car has been used for freight other than that 
for which it is intended, is a considerable item of expense. The small 
independent packer not being able to follow his cars so closely as one 
of the Big Five, and therefore not able to secure prompt return naove- 
ment, is often required to pay anywhere from $15 to $75 per car for 
cleaning. In addition his cars are very frequently subjected to diver- 
sion and, upon complaint, no relief is granted by the railroads. The 
following exhibit snows the difficulties that must often be met 
by the independent packer. The exhibit was presented by a repre- 
sentative of Jacob E. Decker & Sons, Iowa packer, to the Interstate 
Commerce Commission at its 1918 hearing in Chicago and shows the 
diversion suffered on six leased cars and the consequent loss by reason 
of excess of rentals paid over mileage received: 



Shipped. 



June 27, 1917.. 
July 19, 1917.. 
Sept. 12, 1917. 
Sept. 16, 1917. 
Sept. 19, 1917. 
Sept. 21, 1917. 



Total. 



Days held. 



Rental 
per car. 



177 


$116.46 


149 


98.04 


68 


44.94 


106 


09.75 


101 


66.45 


111 


73.04 



468.68 



Earnings. 



S16.56 
39.17 
14.06 
37.55 
51.56 
36. 01 



194. &1 



It will be noted from the figiu^es that the first car was not returned 
to the packing plant for almost six months and that the average 
diversion was lor a period of four months. Besides the fact that the 
packer was deprived of the use of these cars during a period of ex- 
traordinary car shortage and congestion, he was required to pay 
rental for the cars even though they were not in his service. It might 
be thought that the delay in returning the cars at this particular 
time was due to the fact that they were tied up in congested terminals. 
Such was not the case, however, as testified by a representative of 
this packer when he showed conclusively that the cars were in general 
use by the carriers themselves. 

Another case in point affected an independent packing company in 
Chicago. This company leased some cars from an independent car 
company and was paying a rental of $1 per day. One of these cars 
wiU suffice for example. This car was sent from Chicago to New 
Orleans loaded with iresh meat. The particular railroad was given 
the business in competition mth others because it specifically agreed 
to make immediate return of the car to the shipper. The car, nowever, 
was diverted by the railroad and was out of the shipper's service for a 
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period of 63 days. During most of that time the car was used in local 
and switching service about St. Louis. Consequently the mileage 
earnings were very small. The shipper suffered not only the incon- 
venience of being without the use of his car but also a financial 
loss as well, for he had to pay the $1 per day rental on the car through- 
out the entire time. 

Another example of car diversion is contained in the experience of 
an independent packing company at Birmingham, Ala. This com- 

Sany leased 10 oars from the Missouri River Despatch. An exhibit 
lea by the president of the company with the Interstate Commerce 
Commission at its hearing in Chicago shows that these cars required 
SIX weeks for a trip to New York and return, and recently as much 
as three months. Although the cars are stenciled with the name of 
the company and are supposed to be returned to the packing plant 
with due expedition, yet m several instances cited by bim the cars 
were used by the railroads and loaded to Birmingham. Upon arrival 
there, instead of being turned over to the packing company they were 
reloaded by the railroad and sent to New Orleans. When forced to 
secure cars from the railroads because of inability to lease cars from 
private car companies, this packing company had to go to the ex- 
pense of equipping such cars with racks and oeef raUs, which cost a 
minimum of $16 per car, with an additional outlay of about $15 per 
car for beef hooks considering that cars are seldom returned and hooks 
are frequently lost (seep. 84). This is a considerable expense in 
competitive selling. 

These examples are not by any means isolated instances of diffi- 
culties met by the independent packer.^ Every small packer in the 
United States is practically restncted from shipping his products any 
distance because of the (ufficulty in securing cars that are adapted 
for carrying fresh meats, and, ii secured, he can feel sure of being 
able to make on the average not more than three or four shipments a 
year. The following exchange of letters between A. R. Fay, vice 
president of the Swift Refrigerator Transportation Co., and J. E. 
Dalrymple, vice president oi the Grand Trunk Railway svstem, is 
an example of the careful consideration given by a railroaa to a big 
packer's remonstrance on the subject oi the misuse of refrigerator 
cars: 

February 5, 1917. 
Mr. J. E. Dalrymple; 

Vice President^ Grand Trunk Railway System, 

Montreal, Quebec. 

Dear Dal. : I was going to talk to you about the matter I wired you on, but not 
being able to get to Montreal, I inclose herewith a report of the misuse of three of our 
cars— 7304, 20278, and 12880. 

You will note what they did with them at Toronto, let Davies load all of them; and 
we are so desperately short of cars we cannot possibly consent to this misuse of them. 
Yours respectfully, 

Swift <fe Co. 

Grand Trunk Railway System, 

New York, February 9, 1917, 
Mr. A. R. Fay, 

Care of Swift ds Co.^ Chicago, III, 

Dear Sir: Misuse of Swift Refrigerator Transportation Co.'s cars. I have yours of 
the 5th, and in reply beg to state that we have no excuse to offer for the misuse of the 

1 Representative letters from independent packing comx>anies to the commission showing car 
diversion^ misuse of cars, and poor serrioe in gencoral are presented in the appendix as Exhibit 1. 

114767*— 20 1 
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equipment referred to. Same was positively in violation of instructions issued, and 
were it not for the difficulty in maintaining our organization by reason of shortage of 
labor, which is sufficiently serious to appertain to even one or two men, the parties 
responsible for the misuse in this case would have been discharged. 

Our general superintendents have been told that a repetition ^1 mean the removal 
of the employee responsible for the misuse, whoever it may be. 
Yours truly, 

J. E. Dalrymple^ 

Vice Prewient, 

m 

Mr. Fay's letter of February 6 received immediate reply. The 
railroad not only accepted full responsibility and offered no excuse 
for the misuse of the cars, but also threatened with discharge the 
employees responsible. This prompt aoknowled^ent of the com- 
plamt and the measures taken to remedy it are m striking contrast 
to the consideration granted the pleas tor better service from the 
small shipper. One oi the principal factors in building up the con- 
trol of tne Big Five packers is the discrimination in car service 
granted them over that accorded the smaU packer. 

During the stringent car shortage and congestion the latter part 
of 1917 and the beginning of 1918, when the Big Five packer cars 
were tied up in eastern terminals, the railroads were ordered to pro- 
rate their cars to shippers on request for equipment. At this time 
an official of one of the Big Five located at Chicago notified his com- 
pany's packing plants situated west of the Mississippi River of the 
order and directed each plant to assign special employees to the task 
of securing the ''lion share" of this outside equipment in order to 
conserve tneir own. ^ Such an order is indicative of the efforts exerted 
by the Big Five to influence the railroads. 

The Big Five packers have an added advantage which indicates 
the unity and cooperation ilbader which they operate, so far as car 
service is concerned. They admit that their cars are pooled in that 
they lend them back and forth every day in the year when one or 
the other is in particula;r need of equipment. At the Interstate Com- 
merce Commission hearing in Chicago, February, 1918, H. L. Osman, 
superintendent of the car department of Morris & Co., made the 
following statement: 

We will trade with them; yes, sir. For instance, if Armour or Swift are short of 
cars, we will help them out and trade back and forth in that way to help the game 
along. In the abstract you might say that the packers' refrigerators are pooled to a 
certain extent, because we are helping one another out right alolig in that way.^ 

Car service is one of the greatest competitive advantages the big 
packer is able to secure. While it is admitted that each shipper 
should be accorded the same expedited movement, that his cars 
should not be diverted, and that if loaded on the return haul the load 
shoidd be such as not to damage the car, yet the evidence shovra that 
the small packers suffer from all these abuses and their protests 
are often disregarded by the railroads-. The railroads have everv 
incentive to protect the big packer car whereas those of the small 
shipper are neglected. 

PEDDLEB CABS. 

A verjr advantageous practice of the Big Five packers is the peddler- 
car service which is maintained from each packing center. A re- 
frigerator car is loaded at the packing plant with all manner of packer 

1 1. C. C. Docket 4906, vol. 63, pp. 2429, 2430. 
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products from dressed beef to soap stock. Its products are dis- 
charged at each town designated in tne route covered bv the car. and 
the car moves on to the next place for delivery. The schedule of this 
service is regulated by agreement betwiBen the packer and the rail- 
road, and some routes are covered by as many as three trips per week. 
This practice originated among the Big Five piackers and nas been 
used for the purpose of building up new markets. In recent years a 
similar service has been openra to independent shii)pers by a few 
railroads which have instituted a general service moving at specified 
times. The subject of car routes is treated in more detail in rart I, 
chapter 3, of the Commission's report- on the Meat Packing Indus trv, 
and the operation of the peddler-car system is described more fully 
with respect .to character of service, rates, and minimum weights in 
Part rV of that report. 

DEMXJRRAOE. 

The charge due the railroad bjr a shipper for failure to release, that 
is, load or tuJoad a freight car within a stipulated free time, is known 
as a demurrage charge. Railroad tariffs publish car demurrage 
rules, which, smce the Hepburn Act of 1906, are within the juris- 
diction of and subject to review by the Interstate Commerce Com- 
mission. Formerly the charges^ varied widely in different parts of 
the coxmtrj and unfair discriminations were common. Since 1906 
greater uniformity in the rates has been secured and discriminatory 
rate3 abolished. The code of national car demurrage rules promul- 

fated by the American RaUroad Association in 1910 and approved 
y the Interstate Commerce Commission and National Association 
of Railroad Commissioners has still further unified the charges. 

Private car owners have endeavored for years to have their cars, 
when standing on their private tracks, exempted from the demurrage 
charge, but tneir effort was unsuccessful until very recently. By 
its order in the matter of private cars (50 1. C. C., 652) the Interstate 
Commerce Coininission now requires the carriers to maintain a rule 
in their tariffs to the effect that private cars shall not be subject to 
demurrage chaises when on the tracks of the owners. Testimony in 
the record of this case indicates that in a few instances difficulty may 
arise in determining the identity of the car^ but as a usual thing a 
shipper leasing a car will no doubt be considered the owner durmg 
the period oi lease. ^ Suggestion was made that the name of the 
shipper should be indicated by stencil marks on the car which should 
be conclusive evidence for the purpose of exemption. 

Some private car owners testifying before the Interstate Commerce 
Commission in 1918 contended that they were entitled to a proportion 
of the demurrage collected from the lessee® of their cars. They felt 
that cars leased by the trip, if unnecessarily delayed in their return 
from the lessee, might merit some consideration in this respect. On 
the whole, however, it appeared that cars are seldom used for storage 
purposes and the determmation of the proportional demurrage due 
the car company would be di£5icult. 

Contracts formerly existed between private car owners and rail- 
roads requiring the railroad company to remit one-half the demurrage 
collected. This practice was in effect an indirect rebate to the favored 
shipper in his competitive business. Such contracts were undoubtedly 
discontinued at tne time the Hepburn Act became effective. 
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MASTER CAR BUILDERS' ASSOCIATION RULES. 

Private car owners as well as railroads make up the membership of 
this association. Members are entitled to one vote for each 1,000 
freight cars owned. An executive committee elected by the members 
controls the affairs of the association. This committee appoints 
various standing committees, chief among which is the arbitration 
committee, whose function is to arbitrate and adjust complaints and 
disputes arising imder the rules. The chief purposes of the organiza- 
tion may be summarized as follows: 

1. To* increase the knowledge of its members on the subject of 
freight-car construction and maintenance. 

2. To promote uniformity in practice relative to freight-car con- 
struction and interchangeability of equipment. 

3. To promote improvement in freignt-car construction with par- 
ticular rderence to matters of safety appliances and rules. 

4. To develop and enact uniform rules for the adjustment of differ- 
ences in freight-car maintenance and interchange existing among a 
great number of railroads of the United States and members of the 
association. 

The first book of interchange ndes was^ adopted and circulated in 
188.7. Periodically when material changes in the rules are made, or as 
occasion requires, the code of rules is amended and revised. Pro- 
visions in tne rules cover^ the interchange of cars, caxe of foreign 
freight cars, and specifications regarding car construction and parts. 
They cover in detail every phase of construction and repairs together 
with prices and practice m rendering bills. 

The master car builders' rules are not filed with the Interstate 
Commerce Commission nor are they published in tariffs of the carriers. 
A few owners of private cars desire that carriers be required by that 
commission to publish the rules in their tariffs. Two obstacles would 
be met in this practice: First, the difficulty in revising. rules if thej 
were published m tariffs, and, secondly, the question of jurisdiction of 
the Interstate Commerce Commission. 

The Big Five packers and many other private car owners maintain 
their own car construction and repair shops. All major repairs are 
made at these shops and the railroads are instructed to return cars 
to the owner's home tracks for all repairs, except so-called ^'running 
repairs," which are made by the railroad. The private car company 
making at its own shops repairs for which the railroad is responsible, 
biUs the railroad at Master Car Builders' prices. This privilege of 
making repairs is a great advantage to some private car owners, 
particmarly the packers, for their expenses of repairs are less than 
the Master Car Builders' prices, according to testimony of their 
representatives at the Interstate Commerce Commission hearing 
in 1918. 

ResponsibiUty for repairs is covered by the preface to the code of 
rules as follows: 

These rules make car owners responsible for, and therefore chargeable with, the 
repairs to their cars necessitated by ordinary wear and tear in fair service, so that 
defect cards will not be required for any defects thus arising. 

Eailroad companies handling cars are reisponsible for damage done to any car by 
unfair usage, derailment, or accident, and for improper repairs made by them, and 
thev must make proper repairs at their own expense, or issue defect jcard covering all 
such damage or improper repairs. 
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Repairs for railroads on their own equipment are often made by 
private car companies and in some instances railroad cars are turned 
over to private car companies for rebuilding. 

Until recently there was considerable complaint from private car 
owners that they were being billed by railroads for repairs that had 
never been made. Excessive repair charges may perhaps be equalized 
between railroads, because of the reciprocal obUgations to care for 
each other's cars. The private car owner, however, has no such 
self-adjusted redress. Among the instances of overcharge for repairs 
that have come to the attention of the Federal Trade Commission are 
several cases affecting the Big Five packers. The major complaint 
of private car owners, however, is directed to the delay m the presen- 
tation of repair bills. A bill is often rendered months, and in some 
instances almost a vear after the repair has been made. Limitation 
of a year has been fixed, after which repair bills lapse and are ineffec- 
tive. It is seen from these practices that there can be no effective 
check on repairs by the car owner, and that repairs may be made by 
the railroads and the bills never rendered. 

Private car owners are subject to the rules of this association. 
A recent requirement which has caused considerable comment and 
controversy, especially among the packers, is that found in rule No. 3, 
paragraph (g)^ concerning the stenciling of cars showing the date of 
construction. This order was originally intended to become effective 
July 1, 1916, but its enforcement has twice been postponed, first to 
March 1, 1918, and later to October 1, 1919. The rule reads in part 
as follows : 

After October 1, 1919, cars will not be accepted in interchange, unless stenciled 
showing month and year built, or bearing a bad^e plate giving this information. 
Cars bmlt prior to 1895 may be stenciled ''Built prior to 1895.'* 

The packers have never favored the stenciling of this information 
on then* cars, and have had considerable correspondence among 
themselves concerning compliance with the order. It is not known 
whether the Big Five packers have been instrumental in securing 
the postponement of this order. 

At the Interstate Commerce Commission hearing in Chicago in 
February, 1918, the owners of private cars directed the following 
complaints against Master Car Builders' practices: 

1. That bifls for repairs were not rendered promptly. 

2. That the carrier statement of repairs was final, and no amoimt 
of evidence by the car owner, even proving improper repairs or 
proving that repairs not made had been charged, was effective to 
counteract it. 

3. That cards describing repairs were no longer attached to cars 
when returned to the owner. 

4. That private car owners were not represented on any committee 
but the price committee of the Master Car Builders' Association, and 
consequently had no voice in the disposition of any matter directly 
affecting them. 

A representative of the Master Car Builders' Association at this 
hearing stated that there was no apparent reason why the reforms 
contained in the foregoing complaints should not be made, and it is 
reported that the conditions to which all four complaints were directed 
have been improved to the entire satisfaction of the parties concerned. 
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MIXING RULES. 

The explanation for mixing rules is twofold: They were devised 
either to permit the combination of various and diflPerent articles to 
make up and reduce the car load minimum or to permit the mixed ship- 
ment 01 various and unrelated articles manufactured W a particular 
industry or group of shippers. In either case the result is the same ; 
it benefits ttie particular industry or shipper that has the articles 
to ship and operates adverselv to the producer of the separate indi- 
vidual articles permitted by the mixing rules and exceptions thereto. 

These rules vary considerably in dinerent sections of the country. 
Then, too, in the same section a plainly stated rule may be so modified 
by exceptions as to be interpreted only by its framers. For instance, 
in official classification territory the general mixmg rule is known 
as rule 10. This is modified by three separate exceptions, applicable 
solely to articles shipped by the packer.* Under these exceptions 
various combinations of fresh meats and packing-house products 
may be made so that different rates per article or per car are possible. 
These exceptions permit the mixing not only of meats, the direct 
product of the packing industry, but also many by-products thereof, 
and unrelated articles, such as poultry, cheese, groceries, and even 
stationery, advertising matter, butchers' coats and aprons. These 
articles may be mixed with the packing products on an any-quantity 
basis and receive the benefit of expedited movement in less t];^an 
carload Quantities. Not only are these rules so devised as to favor 
the particular industry which is sufficiently integrated to take full 
advantage of their many provisions, but tney are so devised as to 
countenance^ 'place discrimination." Competitive business is ma- 
terially restricted to this extent. 

The mixing rules are, of course, a part of the tariffs and as such 
are open to M. shippers on the same basis, but they are unquestion- 
ably discriminatory in favor of the big packers in that they are the 
only producers who have the variety of products to ship. They can 
take advantage of the privilege, wnereas the small produ6ers, who 
do not have the variety, can not do so. This point was aptly stated 
by George Merki, chief inspector. General Freight Association 
Inspection and Weighing, in his testimony before the Interstate 
Commerce Commission in the hearing held at Chicago, February, 
1918. In answer to a question as to whether there was discrimina- 
tion between packers, Mr. Merki said: 

None that I can see, unless he is a little fellow on the fringe of the yard who may 
not have something he can put in there; he may not have any soap ne can put in 
his car; his car may have nothing but cured meats.^ 

The rules do operate in favor of the large producer of the various 
articles capable of mixture under the rules in that he is able to ship 
small quantities of a great variety of products in mixed car loads 
at low-class rates, whereas a small shipper who desires to ship the 
same amoimt of any given product, but has not the various articles 
to make up a mixea car load, must make his shipment at the estab- 
lished-class rates. Mr. Merki presented some very interesting 
exhibits contrasting mixing under rule 10 of the official classification 

1 For exceptions to rule 10, see Morris, I. C. C. 736. For illustratioiis of mizing under exceptions to rule 
10. see I. & S.t 693. 
« I. C. C. Docket 4906, vol. 63, p. 4406. 



EEPOKT ON PRIVATE CAR LINES. 55 

tariff and under the exceptions to that rule. These exhibits are 
produced herewith: 

ExrasiT 1. 

COMPARISON BETWEEN CHARGES ON SHIPMBNT UNDER ITEM 2455 OP RULES GOVERNING 
TRANSPORTATION OF PACKING-HOUSE PRODUCTS AND. RULE 10 OP OFFICIAL CLASSIFI- 
CATION. 

Car 8702 M. R. L., Chicago to Allegheny, Pa., November 7, 1917. 

(a) Charged as per item 2456-A, Supplement II to Freight Tariff 130-1, I. C. C. 
632, Eugene Moms, agent: 

2 barrels smoked Dork 546 poundslfl,.!, ^i«„„ 

25 barrels pickled pork 8, 137 pounds/^^^ ^^^• 

8, 683 pounds at 21.5 cents (fifth class) . . . $18. 67 
60 barrels fresh beef chuck meat, 
salted 23, 045 pounds at 31 cents 71. 44 

» 

31, 728 pounds 90. 11 

(6) The shipment used in (a) would, under rule 10 of Official Classification No. 
44, I. C. C, O. C. 44, R. N. Collyer, agent, be charged as follows: 

2 barrels smoked pork 546 pounds (L. C. L., R. 26, C. L. 5, 

min. 30,000). 

25 barrels pickled pork 8, 137 pounds (L. C. L., R. 26, C. L. 5, 

min. 30,000). 
60 barrels fresh beef chuck, meat, (L. C. L., R. 26 plus 5 cents per 

salted 23,045 hundredweight, C. L. 4, min. 

30, 000). 

31, 728 pounds at fourth class, 31 $98. 36 

Charges as per rule 10 98. 36 

Charges as per item 2455 90. 11 

Charges as per rule 10 higher. . 8. 25 

The charge for the foregoing shipment under rule 10 would be $98.36 per car. 
Under the exceptions to tne rule, th^ charge is $90.11 per car, making a saving to 
the packer of $8.25 per car. The 'difference is because oi the reason that under rule 
10 the fourth-class rate would apply to the entire shipment whereas under thejBxcep- 
tion the fifth-class rate applies to about one- third of the shipment. In other. Words, 
the mixing permits a lower class rate to be applied. 

» Exhibit 2. 

comparison between charges on shipment under item 2456 of rules governing 
transportation op paqking-housb products and under rule 10 of official 
classification. 

Car 27002 F. G. E., Chicago, 111.^ to Washington, D. C, January 28, 1918. 

(a) Charged as per item 2456, Freight Tariff 130-J, I. C. C. 675, Eugene Morris, agent: 

1 barrel salt pickled tripe 112 pounds. 

15 boxes peanut butter 270 pounds. 

13 crates frui^elly 988 pounds. 

22 boxes chili con came 686 pounds. 

200 boxes pork and beans 20, 800 pounds. 

14 boxes canned meats 278 pounds. 

55 boxes preserved chenies 3, 080 pounds. 

1 keg preserved cherries 67 pounds. 

13 boxes mince meat 633 pounds. 

192 boxes toilet soap 4, 160 pounds. 

Dunnage 225 pounds. 

31, 299 pounds at fifth class, 33 cents $103. 29 



2 boxes beef extract, in glass 60 pounds. 

5 boxes fruit sirup, in glass 370 pounds. 



430 pounds at first class, 87 cents 3. 74 



31, 729 pounds 107.03 
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(5) The shipment used in (a) would, under rule 10 of Official GlaBBification No. 
44, I. C. C, O. C. 44, R. N. CoUyer, agent, be charged as follows: 

1 barrel salt pickled tripe 112 pounds (L. C. L. R. 26, C. L. 5, 

min. 30,000). 
15 boxes peanut butter 270 pounds (L. C. L. 2, C. L. 5, min. 

36,000). 

13 crates fruit jelly 988 pounds (L. C. L. 3, C. L. 5, min. 

36,000). 
22 boxes chili con came 686 pounds (L. C. L. R. 26, C. L. 6, 

min. 36,000). 
200 boxes pork and beans 20, 800 pounds (L. C. L. R. 26, C. L. 5, 

min. 36,000). 

14 boxes canned meats 278 pounds (L. C. L., R. 26, C. L. 5, 

min. 30,000). 
55 boxes preser\'ed cherrie^s 3, 080 pounds (L. C. L., 1, C. L. 5, min. 

36,000). 
1 keg preserved cherries 67 pounds (L. C. L. 3, C. L. 5, min. 

36,000). 
13 boxes mince meat 633 pounds (L. C. L. 3, C. L. 5, min. 

36,000). 
192 boxes toilet soap 4, 160 pounds (L. C. L., R. 28, C. L. 5, 

min. 36,000). 
Dunnage 225 pounds. 



2 boxes beef extract, in glass, 
6 boxes fruit syrup, in glass. . 



31, 299 pounds C. L. min. 36,000 at fifth 

class, 33 cents $118. 80 



60 pounds (L. C. L. 1, C. L. 3, min. 
30,000). 
370 pounds (L. C. L. 1, C. L. 3, min. 
30,000). 



430 pounds at first class, 87 cents 3. 74 



31, 729 pounds 122. 54 



Charges as per rule 10 122. 54 

Charges as per item 2456 107. 03 



Charges as per rule 10 1 . . .higher. . 15. 51 

The difference between mixing under rule 10 and under the exceptions in this 
instance means a saving to the packer of $15.51 per car. This combination operates 
to lower the carload minimum and also the charge under the exception in the case. 

Exhibit 3. 

oompabison between charges on shipment under item 2457 op rules governing 
transportation of packing-house products and rule 10 of official classifi- 
CATION. 

Car 16706 S. R. L., Chicago to Washington, D. C, January 31, 1918-| 
(a) Charged as per item 2457, Freight Tariff 130-J, I. C. C. 675, Eugene Morris, 
agent: 

88 quarters fresh beef 11, 381 pounds. 

51 dressed sheep 2, 129 pounds. 

5 boxes fresh beef tongues 612 pounds. 

14, 122 ix)unds at dressed beef rate, 44.5 

. ^ cents $62.84 

1 barrel pickled meats 335 pounds at fifth class, 33 cents 1. 11 

250 cases butterine 9, 750 pounds at second class, 76 cents. . 74. 10 



24, 207 pounds 13a 05 
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(h) The sbipment used in (a) would under rule 10 of Official Classification No. 
44, I. C. C, O. C. 44, R. N. CoUyer, agent, be charged as follows: 

88 quarters fresh beef 11, 381 pounds (L. C. L. 1, C. L. D. B, 

min. 21,000). 
51 dressed sheep 2, 129 pounds (L. C. L. 1, C. L. D. B. 

min. 21,000). 
5 boxes fresh beef tongues 612 pounds (L. Cf. L. 1, C. L. D. B. 

min. 21,000). 
1 barrel pickled meats 335 pounds (L. C. L., R. 26, C. JL.. 5, 

min. 30,000) Rule IOC. 

14, 457 pounds, minimum 21,000 pounds 

at dressed beef rate, 44.5 cents.. $93. 45 

250 cases butterine : 9, 750 pounds second class (any quantity) 

76 cents 74. 10 



24, 207 pounds 167. 55 



Charges as per rule 10 167. 55 

Charges as per item 2457 138. 05 

Charges as per rule 10 higher. . 29. 50 

Under this exception the saving is considerable, amounting in this particular 
instance to ^9.50 per car. Here again, the exception lowers the minimum weight 
under the rule and instead of being charged for the 21,000 pounds minimum for 
dressed beef, the charge under the exception is based on the actual weight of the 
dressed beef shipped. 



ExHisrr 3-A. 

Comparison between charges on shipment under item 2457 op rules govern- 
ing TRANSPORTATION OP PACKING- HOUSE PRODUCTS AND RULE 10 OP OFFICIAL 
CLASSIPIOATION. 

Car 8619, M. R. L. X., Chicago to Washington, D. C, January 28, 1918: 
(a) Charged as per item 2457, Freight Tariff 130-J, I. C. C. 675, Eugene Morris, 
agent: 

2 barrels fresh pork 405 pounds. 

40 boxes fresh meats 4, 320 pounds. 

25 barrels livers 5, 122 pounds. 

17 barrels fresh pork 4, 751 pounds. 

50 boxes pork sausage 1, 500 pounds. 

16,098 pounds at 44.5 c. . . |71. 64 

1 bundle cotton frocks 115 pounds. 

66 boxes dressed poultry 6, 358 pounds. 

6,473 i)ounds at 87 c 56. 32 

1 box paper tags and wire tag fast- 
eners 60 pounds. 

100 boxes cheese 4, 067 pounds. 

4,127 pounds at 57 c 23.52 

20 barrels fresh chuck meat salted 7,360 pounds at 39 c 28. 70 

15 boxes and baskets smoked soserol 

(sausage substitute) 853 pounds. 

1 barrel lard oil 445 pounds. 

1 box lard oil 47 pounds. 

1 box neat's-foot oil 40 pounds. 

1,385 pounds at 33 c 4. 57 



35,443 pounds 184.75 
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>)' The shipment used in (a) would, under rule 10 of Official Classification No. 44, 
44, R. N. CoUyer, agent, be cluurged as follows: 

2 barrels fresh pork 405 pounds (L. C. L. 1, C. L. D. B. 

min. 21,000). 

40 boxes fresh meat 4, 320 pounds (L. C. L. 1, C. L. D. B. 

min. 21,000). 

25 barrels livers 5, 122 pounds (L. C. L. 1, C. L. D. B. 

min. 21,000). 

17 barrels fresh pork 4, 751 pounds (L. C. L. 1, C. L. D. B. 

min. 21,000). 

50 boxes pork sausage 1,500 pounds (L. C. L. 1, C. L. D. B. 

min. 21,000). 
20 barrels fresh beef chuck meat, 7, 360 pounds (L. C. L. R. 26 plus 5 c, 
salte*. C. L. 4, min. 30,000). 

1 barrel lard oil 445 pounds.. (L. C. L. 3, C. L. 5, min. 

-•  30,000). 

1 box lard oil 47 pounds. . (L. C. L. 2, C. L. 5, min. 

30,000). 
1 box neat' s-foot oil. 40 pounds.. (L. C. L. 2, C. L. 5, min. 

30,000). 
15 boxes and baskets 853 pounds. . (L. C. L. 3, C. L. 5, min. 

smoked sausage. 30,000). 

1, 385 pounds. 

24, 843 pounds at dressed beef rate, 44.5 c. $110. 55 
1 box cotton frocks 115 pounds.. (First class, any quan- 

tity). 
66 boxes dressed 6, 358 pounds. . (First class, any quan- 

poultry. tity). 

6, 473 pounds at first-class rate, 87 c 56. 32 

1 box paper tags 60 pounds. . (Rule 15D) (third class, 

and wire fast- any quantity), 
eners. 

100 boxes cheese.. 4, 067 pounds. . (Third class, any quan- 

tity). 

4, 127 pounds at third-class rate, 57 c. . . 23. 52 



35, 443 pounds. 190. 39 



Charges under rule 10 190. 39 

Charges under item 2457 184. 75 

Charges under rule 10 higher. . 5. 64 

This exhibit is an illustration of the same exception as the one contained in the 
preceding Exhibit 3. It will be noted that even though the shipment contained 
absolutely no dressed beef, yet the charge under the exception was $5.64 less than 
under rule 10. This shipment, too, is a fair sample of the sort of combination that 
is capable of being mixed by the packer in one carload. It illustrates also the kind 
of inspection necessary and proper to check up the basis for the charges levied. 



Exhibit 4. 

comparison between charges on shipment under item 2460, sec. 2, op rules 
governing transportation op packing - house products and rule 10 op 
official classification. 

Car 1985 W. C. L., Chicago to Philadelphia, Pa., January 30, 1918: 
(a) Charged as per item 2460, section 2, of rules governing transportation of 
packing-house products. Freight Tariff 130-J, I. C. C. 675, Eugene Morris, agent: 

76 quarters fresh beef 8, 787 poimds. 

297 dressed sheep 11, 725 pounds. 

1 barrel fresh beef 385 pounds. 

3 barrels fresh pork 1, 081 poimds. 

20 crates fresh pork .'... 627 pounds. 

32 crates fresh pork 1, 803 pounds. 

24, 408 pounds at 45.5 c $111.06 

2 boxes stationery 385 pounds at 88 c 3.39 

24, 793 pounds 114 45 
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(b) The ahipment used in (a) would, under rule 10 of Official Classification No. 44, 
I. C. C, O. C. 44, R. N. Collyer, agent, be charged thus: 

76 quarters fresh beef 8, 787 pounds.' 

297 dressed sheep 11, 725 pounds. 

1 barrel fresh beef 385 pounds. 

3 barrels fresh pork 1, 081 pounds. 

20 crates fresh pork 627 pounds. 

32 crates fresh pork 1, 803 pounds., 



XL. C. L. 1, C. L. 45.5, 
^ min. 21,000). 



24, 408 pounds at dressed beef rate, 45.5 c. $111. 06 

2 boxes stationery 385 pounds at (first class, any quan- 3. 39 

tity), 88 c. 

24, 793 pounds 114. 45 



Charges under rule 10 a 114. 45 

Chaises under item 2460 114.45 

This exhibit illustrates one instance in which the charges under the exception 
and under rule 10 are exactly the same. This is due in this particular instance to 
the fact liiat the shipment is composed largely of fresh meats that are grouped in 
the same class, also the fact that the tonnage fulfills the requirement under the 
minimum required for beef. It permits, however, the mixing of a first-class article 
on an '^any quantity'' basis. 

It was said by Mr. Merki that the exceptions to the rule were 
presumably macfe to increase loading. He declared also that mix- 
ing rules operated in favor of the shipper of packing-house products. 
In fact, the testimony gave evidence that the witness seemed to 
believe that the mixing rides were devised for the packers' benefit. 
In reality, as will be noted from the exhibits, they are given special 
mixing privileges and in a number of instances obtain lower rates. 

There is nothing injurious in the mixing rule in itself. The injury 
lies in its exceptions enjoyed by the packers, particularly the Big 
Five packers as a special class, and also to the lack of effective super- 
vision and the difficulties attendant upon it. ^ Other discriminations 
resulting from mixing privileges against shippers of commodities 
similar to those of the packers are as follows: 

1. They give expedited service to groceries, cheese, lard, glue, soap, 
soap powder, and other products, and in times of embargoes against 
sucn articles enable the packer to get his shipments through to market. 
This situation is explained in Part II, chapter 6, of this report. 

2. Beef refrigerator cars may be used for large quantities of fifth- 
class freight that can just as well be shipped in ordinary box cars,^or 
at best, ventilator refrigerator cars. This practice amounts to a waste- 
ful use of specialized equipment. The cars belong to the shippers, 
however, and they may do with them what they please. 

3. The exceptions to the rule itself permit combinations to lower 
the minimum weight, a result which enables the packer to ship any 
combination of articles and in exactly the amount required to one 
place, which in many instances is a branch house. This means that 
more cars will be required to ship the same tonnage; the railroads 
will receive correspondingly less revenue, and the packers will re- 
ceive a greater revenue from mileage. 

In connection with the mixing rules should be discussed also the 
rule regarding the return of containers. Until recently the rule was 
that containers should be returned free. They are at present, how- 
ever, classified as fourth class.^ This affects small d^iry shippers 
disadvantageously. It does not affect the larger shipper who snips 

» See 2035, Morris, I. C. C, 736. 
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entirely in carload lots. An example may be found in the shipment 
of poultry. The big packers shin most of their poultry in carload 
lots from concentration points, wnereas the shipments of the small 
dealer are usually less than carloads, oftentimes through to desti- 
nation. 

Prior to 1902, the commodities and classification of articles in- 
cluded in the exceptions to the rule were considered as a part of the 
general ride. The rule committee decided to drop them from the 
tariff. Certain packers at the time prevailed upon a few carriers to 
continue them as exceptions to the general rule and other carriers 
fell into hne, so that at present each height territory in the country 
has its peculiar mixing rule with exceptions similar to that explained 
for official classification territory. The question of mixing rules is 
now under consideration by the Interstate Commerce Commission. 

Minimum weights. — The packers and some private car lines have 
endeavored to keep the mimmum carload as low as possible. A low 
mimimum is advantageous to the shipper, particularly the packer 
owning his own cars, for two reasons: In the first place he is able to 
ship to his branch house or to any market exactly the articles re- 
quired and in the amoimt needed; secondly, in times of car surplus 
he can divide his shipments among all the cars available and receive 
a greater mileage return from the railroads by the operation of all 
the cars than if only the few needed were operated. The railroads, 
on the other hand, have fought for a higher minimum carload. This 
attempt at increasing car efficiency, coupled with the fact that the 
size and capacity of the cars have increased in recent years, has 
brought about an increase in the minimum weight. 

The subjects of minimum weights and mixing rules are inextri- 
cably bound together. ^ The minimum weight for dressed beef which 
may be loaded in a car is 21,000 pounds. The limit of weight, on the 
other hand, is restricted only to the weight the car will carry and the 
amount of beef that can be loaded and properly refrigerated. Per- 
ishable articles are not, and should not be loaded beyond the point 
wherein they can be properly refrigerated. If the car is over- 
loaded, the circulation of air may be impeded. 

On a shipment of packing-house products from Chicago to New 
York, the rate per hundredweight is 65 cents. 

The charge, therefore, at the minimum of 21,000 pounds is $115.50 
per car. The tariff, on the other hand, provides that only 3,000 
poimds of fresh beef need be loaded and the remainder of the ship- 
ment may be made up according to the exceptions to the mixing riue 
by any and all packing-house articles which may take the fifth-class 
rate. The minimum in such a shipment is not prescribed in pounds, 
but depends upon the amount of revenue that the car should yield, 
which m this case is $115.50. The fifth-class rate from Chicago to 
New York is 36 cents per hxmdredweight and the prescribed mini- 
mum under the fifth class is 30,000 to 36,000 pounds, depending upon 
the article shipped. If soap alone were sent from Chicago to New 
York, for instance, the charge for a minimum carload would be 
$129.60, for the minimum in the case of soap is 36,000 pounds. This 
would apply to all other fifth-class articles which take a 36,000-pound 
minimum, such as canned fruits and vegetables, cleansing powders, 
and so on. In mixed carloads, therefore, it does not matter how 
much of any one article is loaded, provided only, first, there is at least 
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3,000 pounds of fresh meat, and, second, the total freight revenue is 
not less than $115.50. 

The following hypothetical car load will illustrate the practice in 
this respect: ^ 

Freeh beef, 3,000 pounds, at 55 cents $16. 50 

Lard, 5,000 pounds, at 36 cents 18.00 

Canned meats, 4,000 pounds, at 36 cents 14. 40 

Cured meat, 5,000 pounds, at 36 cents 18. 00 

Soap, 3,000 pounds, at 36 cents 10.80 

Canned fruits and vegetables, 3,500 pounds, at 36 cents 12. 60 

Glue, 3,000 pounds, at 36 cents 10.80 

Cleansing powder, 4,000 pounds, at 36 cents 14. 40 

Total, 30,500 pounds 115.50 

About one-half the articles mentioned in the foregoing mixture 
would require a minimum of 36,000 pounds if shipped in car-load 
lots, while the other articles, with the exception .of iresh beef, would 
need be loaded to a 30,000-poimd minimum. 

The minimum, as previously noted, has been increased consider- 
ably during recent years and was further increased during the winter 
of 1917 and 1918 to help in overcoming the unusual car shortage. 
The problem of minimum weights is so closely connected with that of 
mixing rules that it is altogeuier probable that the committee revis- 
ing the mixing rules will mso consider and make proper provisions 
for minimum weights. 

This chapter on relations between the railroads and the packers, 
as well as other private car lines, briefly as the material is presented, 
shows that the questions involved have been constant sources of con- 
tention, each side endeavoring to secure the ^per hand. The bal- 
ance of power, however, has not been equal. The packers have been 
imited by a common interest; the railroads have been divided by the 
individual desire of each to secure as large a proportion of the 
packers^ traffic as possible. 

1 Articles named in this mixture are classified according to the following dass, rate, and minimum: 



Commodity. 



Lard 

Canned meats 

Cured meats. 

Soap 

Canned fruits and v^etables 

Glue, dry or liquid 

Cleansing powder 



Class. 


Rate 




Ctnti. 


5 


36 


5 


3d 


5 


36 


5 


36 


5 


3d 


5 


36 


5 


36 



ICinimum. 



Pounds, 
30,000 
30,000 
30,000 
36,000 
36,000 
30,000 
36,000 



CHAPTER 4. 

LEGAL STATUS OF PRIVATE CAR LINES. 



A cax not owned directly by a railroad company or carrier, is a 
simple definition of a private car. Such cars are defined by the 
American Raiboad Association as "cars having other than radroad 
ownership." Companies owning private cars may be classified into 
three groups: (1) Shippers owmng cars directly m connection with 
and incidental to their commerciS activities, or indirectly through 
separately incorporated car companies; (2) independent car com- 
panies, who lease cars to railroads and shippers; (3) raUroad-owned 
companies, or private-car companies whose stock is wholly railroad 
owned. Private cars under this classification first came into use 
about the year 1867, when industry required special types of equip- 
ment not provided by the railroads. It is commonly supposed that 
Erivate cars are of recent origin, but they really date back to the very 
eginning of raUroad operation in this country. When railroads were 
first chartered they were merely toll roads. The common theory 
was that the railroad should furnish the roadbed, rails, and motive 
power, while the vehicle should be fimiished by the shipper. 

This theory, namely, that the railroads shoiud be required to haul 
the equipment oflferea them by the shipper, has persisted throughout 
the history of raUroad operation in the United States. Various in- 
terpretations and modifications of this theory have been made by the 
courts from time to time in considering tne questions which nave 
come up in regard to railroad practices, and it is therefore deemed 
advisable to present a brief account of the. historical backgroimd on 
which the various legal opinions affecting railroads have been based. 
The present chapter, therefore, covers first, the historical develop- 
ment of railroad-operated equipment; second, previous investigations 
of private cars; tnird, regulatory powers vested in the Interstate 
Commerce Commission by acts amendatory to its organic act; fourth, 
the ruling that private car companies are not common carriers; fifth, 
the duty of carriers to furnish equipment and to haul privately 
owned equipment. 

HISTORICAL DEVELOPMENT OF EAILEOAD-OPERATED EQUIPMENT. 

From the standpoint of the private car and its relation to railroad 
owned and operated equipment, the railroad history of the United 
States may be divided into four epochs: First, the pubUc-highway 
period, from 1830 to 1845; second, the period of railroad ownership 
of all equipment, from about 1845 to 1860; third, the period of fast- 
freight fines, 1860 to 1875; foxu-th, the period from about 1875 to the 
present, during which time has occurred the development of the 
private car company. 

62 
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PvHic'M^hway period, — The so-called "public highway'' theory of 
transportation was an outgrowth of the turnpike system of roads in 
common use at that time. These tiu'npikes were pubhc highways 
owned by private companies. A toll charge was levied and tne user 
was supposed to provide his own vehicle. With the coming in of 
railroads, the practice of levying tolls was continued. * As Sready 
stated, charges were levied for wie various services rendered. The 
railroad company provided the roadbed, the rails, and the motive 
power, and the snipper was supposed to furnish his own transporta- 
tion equipment. As railroads became more numerous and their lines 
were extended they began building their own freight cars and other 
car equipment in increasingly large numbers. It was seen that the 
continued operation of the turnpike system as applied to railroad 
operation would prove impracticable. The railroads, therefore, pro- 
ceeded to buy up the nondescript and heterogeneous cars commonly 
used at the time and the private car was dead for a period of about 
fifteen to twenty years. 

Railroad ownership of equipment. — By 1845 the transition from the 
"public highway," or turnpike theory, to that of complete railroad 
ownership of equipment was practically complete. This period ex- 
tended to about the time of the Civil War. ^ Each railroad during 
'this period developed individually its own principles of transporta- 
tion. There were in existence no railroad systems as they are com- 
monly known at the present time. Uniformity in equipment and 
operation was entirely lacking. The tracks of different raUroads 
were often of different gauge, and. therefore, in order to " through- 
route'' shipments, the articles would have to be transferred from one 
connecting line to the other. This delay and difficulty in the through 
shipment of freight brought about the organization n{ fast-freight 
lines. 

Fast freight lines. — ^These lines were introduced and owned by in- 
dependent companies. Cars operated by them were of special con- 
struction and equipped with movable trucks. The body of the car 
together with its contents, could therefore be transferred from the 
tracks of one raUroad to another without unloading, as was pre- 
viously required. In addition to the eUmination of delays in the 
shipment of freight when carried over the lines of one or more rail- 
roads, the fast freight lines were also responsible for materially di- 
minishing claims for loss and damage. A distinct advantage to the 
shipper was also secured, for he was able to ship his freight through 
to destination on one billing and thus secure from one company, the 
fast freight line, instead of from a number of separate railroads over 
which h£ goods might be carried, a guaranty of delivery and liability 
for loss or damage m transit. 

The contracts between these companies and the railroads varied. 
The financial arrangements, however, were more or less uniform. 
In general two bases of compensation to the fast freight lines were 
in equal favor and practice. One method was for the fast freight hne 
to collect the freiffnt charges from the shipper and in turn pay the 
railroad an agreea amount for the handling of the cars; according 
to another method, the freight charges were collected by the rail- 
road and the fast freight hne was paid either a specified mileage rate 
for the distance each car traveled or a percentage commission of the 
freight collected, varying anywhere from 8 to 15 per cent. Business 
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for these companies increased, and before long the railroads them- 
selves began gradually to secm^e an interest in such associations. It 
has been charged that some raihoad officials formed freight associa- 
tions in order to bleed the railroads of their legitimate earnings. ^ Be 
that as it may, the railroads gradually became interested in the lines 
already established and began forming cooperative lines of their own. 
By 1875, therefore, private ownership and control of fast freight lines 
had disappeared, but the lines themselves had come to stay. 

Development of private car companies. — The first experimentation 
with cars of special tvpe, particularly the refrigerator car, began in 
the late sixties. Suet cars, however, were not produced or used to 
any extent before 1880. From then on shippers reauiring special 
transportation facilities have furnished their own cars because of the 
fact that the railroads did not see fit to provide the special type of 
car required. This movement was in some respects a revival of the 
earljr hcense during the highway period, although to-day the cars are 
required to be constructed according to uniform specifications. 
The packers and a few large shippers of fruits and vegetables were 
the nrst to secure cars in any quantitv. When it was seen that the 
operation of private cars was exceecfingly profitable, private com- 
panies were formed for the purpose of leasing or renting their equip- 
ment, not only to shippers, but also to railroads. These companies* 
togetner with shippers owning cars, are not common carriers, and are 
therefore not subject to the jurisdiction of the Interstate Commerce 
Commission. 

PREVIOUS INVESTIGATIONS OP PRIVATE CARS. 

Various phases of the relations existing between railroads and 
private car companies have been investigated by the Interstate Com- 
merce Commission and the results presented in the commission's 
annual reports for the years 1889, 1891, 1893, 1894, 1896, 1902, 1903, 
and 1904. Various phases of car operation affecting private car com- 
panies have also been investigated m recent years and made the sub- 
ject for report from time to time. 

The first investigation made by the Interstate Commerce Commis- 
sion of matters anecting ownership of private cars was that in 1889 
on the subject of car mileage. On the 8th of May in that year a hear- 
ing was held at Washington for the purpose of inquiring into the rates 
paid by railroads for the use of cars ' ^ belonging to other railroad com- 
panies or to private companies or individuals.'' Information had 
early been received by that commission that payment of car mileage 
for cars owned by private shippers had sometimes been used as a cover 
for discrimination in rates. The evidence submitted in the case, 
however, did not prove conclusively the payment of rebates to ship- 
pers or owners of private cars, but the report gives the impression 
that such payments were probably made. It also shows that profits 
to private car owners were very large. Sometimes a car would pay 
for itseM in two or three years. A quotation from the report is as 
follows: 

At a car mileage rate of 1 cent a mile the profit on the in vestment in many of those 
cars is very large, reaching, according to information acquired by the commission, 25 
per cent, 50 per cent, and even more, annually. Sometimes a car will pay for itself 
in two or three years. Owners of several hundreds of such cars, therefore, receive a 
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very large amount of money from the railroads over which they are hauled, and it 
is easy to see how it is possible, out of the large returns from these cars, for owners to 
pay rebates to shippers, if so disposed. The evidence taken in the case did not prove 
the payment of rebates to shippers by owners of any of these cars, but it was quite clear 
that some of the officers of railroad companies who were examined had impressions 
that such might be the fact. It is also evident that the payment of either 1 cent or 
three-fourths of a cent a mile to a large shipper owning and controlling his own cars 
and furnishing business therefor constitutes a very profitable incident to nis legitimate 
business, and is at least a material advantage to the man owning cars over the man who 
owns none.* 

While at this time the Interstate Commerce Commission lacked 
final authority in fixing or initiating rates throughout the country, 
yeb they recommended that a rate of three-quarters of a cent per mile 
should Tbe adequate as a return for any private car. That the com- 
mission was concerned about the business of the private car lines and 
their relation to railroads is evidenced by the following statement: 

It is an obvious deduction from all the facts that cars for the various kinds of business 
done by a carrier should be owned by the carrier itself and furnished to all alike, or, if 
owned by the shipper, only such reasonable allowance for their use should be made 
as to permit no advantage to the private owner of cars who is also a shipper, nor a^ord 
a margin for paying rebates to other shippers." ^ 

Realizing also that mileage rates should be properly supervised by 
governmental authority the commission recommended to Congress in 
1889 that the interstate commerce act should be so amended as to 
give the commission jurisdiction over mileage rates for the use of 
cars of private companies or individuals.* 

The subject of private cars mentioned by the commission at 
various times in its annual reports during the nineties, was also con- 
sidered in its report to Congress in the year 1902 under the discussion 
of per diem rates At this time the per diem rate for use in the inter- 
change of railroad equipment was introduced and there was considerable 
discussion as to whether the per diem basis should be applied also to 
private cars. Private cars, however, were excepted and payment for 
their use under the mileage plan continued, probably for two reasons. 
In the first place, owners of private cars expected to be able to secure 
faster service imder a mileage rate than under the per diem. In the 
second place, special agreements and contracts at this time existed 
between certain raUroads and shippers whereby the shippers secured 
from the railroads in question a higher mileage rate than was usually 
granted. Some of these contracts had a period of years to run and 
consequently the favored shippers were loath to give them up. 

Although the mileage rate at this time averaged only from three- 
fourths to 1 cent, yet the income on the investment in the car was so 
liberal that, according to the report of the commission for 1902 — 

the shippor who provides his own cars receives such large sums in mileage that the 
excess is substantially equivalent to a rebate on the transportation charges, and to that 
extent a discrimination against shippers of similar goods who do not furnish cars. 
Furthermore, shippers who send out many carloads from competitive points, like 
Kansas City and Chicago, are able to use, and by common report have used, their cars 
as a means of securing reductions in the transportation rate. A carrier refusing to pay 
the mileage which a shippei demands is threatened with the loss of the traf&c; and in 
times of slack business the abuse has in many cases been aggravated by the sending out 
of cars loaded to much less than their full capacity, for the purpose of securing mileage 
on cars which would otherwise stand idle.* 

» I. C. C. Report 1889, p. 16. » T. C. C. Report 1889, p. 108. 

2 1. C. C. Report 1889, p. 18. < I. C. C. Report 1902, p. 81. 



114757°— 20- 



66 BEPOBT ON FRIVATll GAR LINES. 

The commission also said in the same report : 

Tlie owners of these carB, collecting thess enonnou8 stims [$12, 000,000 for the year 
QBding June 30, 1901]. and able to exert an influence on freight rates affecting many 
millioos of dollars in transportation charges, are not common carriers and are not sub- 
ject to tkiQ act to regulate commerce, and no pnbKc authority supervises their acconnts. 
This is a matter of grave importance which may well engage the attention of the 
Congress.' 

Hearings on the subject of jytivaie ears. — Hearings were held by the 
Interstate Commerce Commission directly touching the subject of 
private cars in the years 1904^ 191^, ana 1914. In the latter case 
final report was not made^ for the investigation was interrupted in 
the fall of 1914 by court proceedings which ended with the case before 
the Supreme Court, known as the EUis case, in which the contention 
of the private car owners that they were not common carriers was 
upheld. This investigation was reopened by the Interstate Com- 
merce Commission in February, 1918^ and testimony was taken 
throughout the month at hearings in Chicago and New York City. 
Hearing and argument was also held at Washmgton June 7 and 8 and 
decision was published by the Interstate Commerce Commission July 
31, 1918. 

In its report to Congress in 1904 the Interstate Commerce Com- 
mission set forth four disadvantages or evils attending the use of 
private cars as follows: 

1 . Concessions are made to particular shippers in refrigeration charges which amount 
to the payment of a rebate. 

2. A practical monopoly has been created in the use of private cars for the movement 
of certain commodities, especially fruit, which has enormously increased to the public 
the cost of transportation. 

3. When the owner of the car becomes a dealer in the commodity transported, the 
fact of ownership gives him an important advantage over his competitor. 

4. When the owner of the car is also the owner of the commodity transported, an 
excessive rental for the car may amoimt to a preference in the freight rate as against the 
shipper who does not own his car.^ 

The Interstate Commerce Commission was then concerned chiefly in 
correcting the evil so prevalent at this time surrounding refrigeration 
of perishable products, particularly the refrigeration rate. It states 
particularly in its report that ^Hhe only way in which a complete 
lemedy '' [from unjust refrigeration ratesj '*can be afforded is by in- 
vesting this commission, or some other tribunal, with power to inquire 
whether these charges are reasonable, and to make them reasonable if 
found unreasonable . ^ ^ ^ Two methods were recommended by the com- 
mission for correcting the discrimination resulting from exorbitant 
refrigeration charges. 

1. By making the common carriers responsible to the public in the matter of this 
special equipment and this refrigeration service, if they are not now responsible. 

2. By bringing the car-line companies which provide this refrigeration for interstate 
shipments under the jurisdiction of the act to regulate commerce, and making their 
charges subject to the determination of this commission. 

Under the first method the commission said the following points 
should be embraced: 

1. That the railway shall in all cases furnish the cu: needed for the movement of the 
traffic which it transports. This does not mean that the railway shall of necessity own 
the cc[uipment itsslf , but that if it secures that equipment by lease it shall do so under 
conditions that tho cai", when provided, shall be its car. No railway diould be peF- 

1 1. C. C. Ropcrt 1902, p. 82. » J. C. €. Report 1904, p. 12. * I. C. C. Report 1C04, p. 17. 
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mitted to transport the private cars of private individuals when it thereby works a 
discrimination against other shippers to whom it does not furnish similar cars. 

2. That the railway shall fumisn refrigeration when needed. This imposes no hard- 
ship upon that company. At the present time practically all railways have ice houses 
at which ice can be ana is habitually supplied. Even when the Armoiur Car Lines per- 
forms the refrigeration, it buys, in the majority of cases, that ice from the railway com- 
pany and, as a rule, the railway makes delivery of the ice into the bunkers of the car. 
If the railway prefers to discharge this duty by contract with some private individual 
or corporation, it should, nevertneless, stand resi)onsible to the public for the servdce 
rendered, to tho end that it shall bo performed with an equality to all shippers at rea- 
sonable rates. 

3. That the railway shall publish its charges for refrigeration and maintain those 
charges exactly as its transportation charges are published and maintained. That 
the charges as so published shall be subject to the jurisdiction of the Interstate Com- 
merce-Commission, which, when it finds the charges to be unreasonable, may deter- 
mine what charges are reasonable. 

4. Whenever the owner of the car is also the owner of the property transported, the 
compensation which the railroad company pays for the use of that car shall be subject 
to the jurisdiction of the commission; and when the commission has determined what 
is a reasonable compensation, no more shall be paid.^ 

The second tnethod, the commission said, would require legislation 
of the following import: 

1. That all persons or companies furnishing refrigerator cars and refrigeration for 
interstate transportation shall be subject to the act to regulate commerce. 
^ 2. That all refrigera'tion charges made by such persons or companies shall be pub- 
lished and adhered to, as is now provided for the publication of railway transportation 
charges. 

3. That the charges so made shall be subject to the control of the Interstate Com- 
merce Commission, which shall have power to determine whether such charges are 
reasonable, and if found unreasonable, to prescribe the amount which shall be charged. 

4. When the owner of the commodity is also the owner of the car, the compensation 
for the use of the car shall be subject to the jurisdiction of the commission.^ 

Regulation of points 2, 3, and 4 under the first method has been 
secured; also regulation of points 2, 3, and 4 under the second 
method, although only indirectly as private car companies are not 
common carriers and are therefore not under the jurisdiction of the 
Interstate Commerce Commission. Point 2 under the first method 
has been recommended by the Interstate Commerce Commission in 
its decision in the Private Car case (50 I. C. C, 652) and its recom- 
mendation is being followed. Point 3 of the first method and points 2 
and 3 of the second method have been effected by the Hepburn Act 
of 1906. Point 4 of both methods has recently been regulated by the 
car-service act of May 29, 1917. 

Point 1 under the first method, urging that railways should not be 
permitted to transport private cars when a discrimination is thereby 
worked against other shippers to whom similar cars are not furnished 
has not yet been covered by regulation or legislation nor has there 
been legislation on point 1 under the second method providing for the 
bringing of private car companies under the jurisdiction of the Inter- 
state Commerce Commission. 

In its report for 1905 the Interstate Commerce Commission again 
referred to the subject of refrigeration charges and recommended the 
pubUcation of the rates as a means of securmg equitable and uniform 
charges. 

As the business is now conducted, some railroad companies furnish refrigeration 
themselves^ but in most cases it is furnished by independent companies which usually 
provide the car, for which the railway pays, and the ice, for which a charge is made 
against the shipper. Formerly there were several of these companies, but to-day the 

» I. C. C. Report 1904, pp. 18,. 19. 
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business has fallen into the hands of two of three, of which the Armour Car Lines is 
the principal. Extended investigations by the commission have led to the con- 
clusion that the charges in&iNMed are, in. aome cases at least, exorbitant, and that 
those charges are not uniformly exacted. * * * 

In view of the great importance of these charges to the shipper, we suggest that 
the Congress ought to make that service, by express provision in the law, a part of the 
transportation itself. We do not at this time recommend that carriers should be 
prohioited f rom using private cars or from employing the owners of such cars to per- 
form the icing service ii they find that course to their advantage, but we do recommend 
that these charges should be put on the same basis as all other freight charges. They 
should be published and maintained the same as the transportation charge, and be 
subject to the same supervision and control.^ 

In 1904 the Bureau of Corporations in the investigation of the beef 
industry also investigated the operation of the packer cars. -The 
results of that investigation are included in the report of that bureau 
in 1 905. Testimony was also secured during the year 1 905 by Congres- 
sional Committees on Interstate Commerce, which is reported in 
documents of the Fifty-ninth Congress. 

REGULATORY PROVISIONS OVER PRIVATE CARS BY AMENDMENTS TO 

THE ACT TO REGULATE COMMERCE. 

It will appear from the foregoing that the Interstate Commerce 
Commission was interested from its inception in tlie legal status of 
private car hnes and that in a number of its annual reports to Con- 
gress up to 1906 it had pointed out remedial measures it deemed 
necessary to cope with the situation that was becoming more and 
more acute. In 1903 the Elkins Act was the first amendment to the 
Interstate Commerce Commission Act of 1887 affecting in any way 
the relation of private car companies* to carriers. This act pro- 
hibited the use of commissions and rebate devices. They were in 
common use to greater or less degree up to this time and tne Elkins 
Act enabled the commission, through its jurisdiction over the carriers, 
to investigate any such practices that it considered unlawful. 

In 1906 the enactment of the Hepburn Act brought the subject 
of refrigeration rates directly under the supervision oi the Interstate 
Conmierce Commission, This grant of power was contained in the 
amendment affecting section 1 of the act, which now reads as follows: 

That the provisions of this act shall apply * * * to any common carrier or 
carriers engaged in the transportation of passengers or property wholly by railroad 
* * * and the term ''transportation" shall include cars and other vehicles and 
all instrumentalities and facilities of shipment or carriage, irrespective of ownership 
or of any contract, express or implied, for the use thereoi and all services in connec- 
tion with the receipt, delivery, elevation, and transfer in transit, ventilation, 
refrigeration or icing, storage, and handling of property transported; * * *.a 

Only recently in an amendment to section 1 of the act, approved 
May 29, 1917, has the Interstate Commerce Commission been given 
power to regulate mileage rates. The section of the amendment 
conferring this power provides as follows: 

The commission shall, after hearing, on a complaint or on its own initiative without 
complaint, establish reasonable rules, regulations, and practices with respect to car 
service, including the classification of cars, compensation to be paid for the use of 
any car not owned by any such common carrier and the penalties or other sanctions 
for nonobservance of such rules. 

Prior to this amendment the only power of the Interstate Commerce 
Commission to regulate payments by a railroad for any service or 

^     ■-  - ' ' ' I   '   —  —  — —^»^^,^^^^—  „ ■■» ■■■.— .— »■   11 -.M 

1 1. C . C . Report 1905, p. 7. « Act of June 29, 190C. 
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instrumentality of transportation furnished by^ a shipper was con- 
tained in section 15 of the act. By this section it nad power to 
determine the maximum charge which would be reasonable to be 
paid by the carrier. The act of May 29, 1917, ho\y^ever, grants it 
the power to initiate an inquiry into rates and also gives it power to 
determine not only the maximum but also the reasonable rate that 
should be paid for the use of a car. 

PRIVATE CAR COMPANIES NOT COMMON CARRIERS. 

According to the definition of 'transportation" as contained in 
the Hepburn amendment to section 1, it was assumed that the 
Interstate Commerce Commission was given jurisdiction over private 
car companies. The question of its jurisdiction came to the fore in 
the investigation first instituted in 1912 in the matter of private cars, 
Docket 4906. The hearings^ were interrupted by the efforts of the 
Interstate Commerce Commission to insist upon replies to its ques- 
tions from F. W. Ellis, of the Armour Car Lines. 

ElUs objected to some of the questions asked him by counsel 
of the Interstate Commerce Commission, stating that they concerned 
a private business and the commission had no authority to compel an 
answer. He maintained that the Armour Car Lines was a private 
business and not a common carrier and as such did not come within 
the jurisdiction of the Interstate Commerce Commission. The 
commission took the (question before the District Court of the 
Northern District of lUmois, Eastern Division. The decision was 
handed down by Judge Landis, who required that Ellis should 
appear before the commission upon due notice to make full and 
complete answers to its questions, and also to produce the docu- 
mentary evidence required. Appeal was made to the Supreme 
Court and proceeding was brought under section 12 of the act to 
regulate commerce. The ultimate question to be decided was 
whether a corporation, not itself a common _ carrier engaged in 
transportation, may, by reason of the fact that it sells materials and 
service to railroads under contract, be coinpelled to lay before the 
commission in a public inquiry all its affairs, including detailed 
statements of its costs and profits. 

The testimony sought by the Interstate Commerce Commission 
and covered by the various questions directed to EUis was desired 
to ascertain whether Armour & Co. was controlling Armour Car Lines 
and using the same as a device: 

1. To obtain concessions from the published rates of transporta- 
tion, or to obtain rates of transportation on its shipments which 
were less than those contemporaneously applied to the transporta- 
tion of like shipments of its competitors. 

2. To obtain for it undue and unreasonable advantage which 
subjected competitors to undue and unreasonable prejudice and 
disadvantage. 

3. To receive from common carriers for furnishing refrigerator cars 
and ice and for performing refrigeration services unreasonable 
compensation, which inured to the benefit of Armour & Co. by reason 
of wnich the provisions of sections 1, 2, 3, and 15 of the act, or any of 
them, had been or were being violated. 

The questions for brevity may be grouped according to the 
grouping by the court as follows: First, those concerning inter- 
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locking officers and intercorporate relations between Armour Car 
Lines, Armour & Co., and tne Fowler Packing Co.; second, those 
concerning the acquisition of cars previously owned by Armour & 
Co. and the Armour Packing Co. by the Armour Car Lines upon its 
organization; third, those covering contracts of Armour Car Lines 
with Armour & Co. and the Colorado Packing Co. for furnishing 
cars and icing service; fourth, those concerning the ownership, 
manufacture, repair, and handling of cars that would tend to indi- 
cate that Armour Car Lines was engaged in transportation as defined 
by the act; fifth, those concerning the production of statements 
snowing profit and loss, credits and debits to income, etc.; and 
sixth, those concerning investment of Armour Car Lines in icing 
plants and the detailed results of the operation of each plant. 

The appellant was req^uired by the Supreme Court in its decision 
to answer the questions mcludea in the nrst three groups. He was, 
however, not rec[uired to answer the questions included in groups 
4, 5, and 6, which related particularly to ownership and expenses 
of operation. 

The opinion delivered by Justice Holmes was in part as follows : 

It [Armour Car Lines] has no control over motive power or over the movement of 
the cars that it furnishes as above^ and in short, notwithstanding some argument to 
the contrary, is not a common earner subject to the act. It is true that the definition 
of transportation in section 1 of the act includes such instrumentalities as the Armour 
Car Lines lets to the railroads. But the definition is a preliminary to a requirement 
that the carriers shall furnish them upon reasonable request, not that the owners and 
builders shall be regarded as carriers^ contrary to the truth. 

The control of the commission over private cars, etc., is to be effected by its control 
over the railroads that are subject to tne act. The railroads may be made answerable 
for what they hire from the Armour Car Lines, if they would not be otherwise, but 
that does not affect the nature of the Armour Car Lines itself. * * * 

If the price paid to the Armour Car Lines was made the cover for a rebate to Armour 
& Co., or if better cars were given to Armour & Co. than to others, or if, in short, the 
act was violated, the railroaas are responsible on proof of the fact.' 

It will be seen from this opinion that private car companies are 
not considered common carriers, even though their cars are operated 
by a carrier when on its lines. The only regulatory power that maj 
be exerted by the Interstate Commerce Commission under this 
decision is, therefore, through its control over the carriers themselves. 

At the time the Interstate Commerce Commission attempted to 
compel answers to its questions from the Armour Car Lines repre- 
sentative it was of the opinion that private car companies were 
completely within the jurisdiction of the commission because of 
the modification of section 1 of the act by the Hepburn amendment. 
From congressional debates on this amendment it appears evident 
that Confess intended to confer on the Interstate Commerce Com- 
mission lull authority and jurisdiction over private car lines as 
common carriers. The Supreme Court, however, when the matter 
was brought to it for decision in 1914, did not believe that the 
language of the amendment was sufficiently explicit to place the 
private car lines completely within the jurisdiction of that Dody. 

DUTY OF CARRIERS TO FURNISH EQUIPMENT. 

In 1915 the Interstate Commerce Commission directed the Penn- 
sylvania Railroad Co. to furnish tank cars to shippers of oil upon 

1 237 U. S., 434, pp. 443, 444. No itaUcs in original. 
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reasonaMe request.^ This case arose because of the refusal of the 
Pennsylvania Kaihroad Co. to furnish the Pennsylvania ParaflSne 
Works and the Crew-Levick Co, with all the tank cars required and 
demanded by these companies. The commission in its decision held 
that it had power under the act to require common carriers to fur- 
nish special types of cars upon reasonable request. The railroad 
questioned the power of the commission under the act to require it to 
furnish cars, and its contention was upheld upon a hearing bv three 
judges in the District Court for the Western District of Pennsylvania.^ 
The case was carried to the Supreme Coiu't,^ where the decision of the 
district com*t was affirmed. 

The court held that the powers conferred on the Interstate Com- 
merce Commission by the act and its amendments do not include the 
j>ower to require carriers to provide and furnish oil tank cars — no ques- 
tion of discrimination being involved. ^ Without attempting to define 
the measure of the carrier^'s duty to satisfy the needs of shippers by add- 
ing in quantity or kind to its car equipment the court held that Congress 
did not intend the enforcement of this duty to be compelled by orders 
of the Interstate Commerce Commission. 

At the commpn law it is the duty of a carrier to supply an adequate 
and proper car equipment, but what constitutes a proper equipment 
is apparently a matter of changing conditions as industry develops. 
Thus, the view of the Interstate Commerce Commission on this point 
is cited with apparent approval by the Supreme Court* to the effect 
that it is the duty of railroad companies to provide and furnish equip- 
ment for the transportation of commodities, and that this duty may 
expand with time and conditions, the special car becoming the com- 
mon car, and the shipper's right to demand it receiving the sanction 
of law. But whatever special kinds of equipment the courts^ from 
time to time, may hold it the duty of carriers to provide, — and it does 
not seem to be definitely decided as to refrigerator cars as yet, — the 
duty to provide sufficient cars of these special kinds can not be enforced 
by the Literstate Commerce Commission, and the only remedy avail- 
able to the shipper is a suit for damages. 

Common-law duty of railroads to haul private cars. — ^Apparently 
three principles on this subject have l^en promulgated during 
recent years but no two of them can be reconciled to each other. 
First, the principle was established in court that railroad companies 
are in a sense public highways and as such are obliged to accept 
transportation m whatever form it is offered and even haul cars 
they do not own* The second interpretation is that ''the law does 
not make it the duty of the railways to haul private c^fs, although 
such service is not prohibited." ® Third, the Interstate Commerce 
Commission in 1904 stated that under the common-law duty of 
carriers to furnish cars, they may provide them *'by purchase or 
by lease, and if the latter plan is adopted they may make contracts 
with one company which exclude the use of cars owned by other 
companies." ® The first principle has been modified by the under- 
standing that railroads could establish rules which would enable 
them to haul these private cars without interfering with their own 
traffic or submitting the pubUc to danger or inconvenience. The 

1 Pennsylvania Paraffine Works v, P. R. R., 34 1. C. C, 179. » Railway Age, vol. 34, p. 652. 

3 Penna. R. R. Co. v, U. S. et al., 227 Fed. Rep., 911. • 10 1. C. C, 360. 

» U. S. and I. C. C. v, Penna. R. R. COy 242 IT. S., 208. 
« U. S. and I. C. C. v. Penna. R. R. Co. (242 U. 6., 222). 
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court estfifelished'the fttfidftmental jHinciple, li ow e iw f ;  i iiat XBfone 
can demand of a railroad that it haul his personal car subject to rea- 
sonable rules and regulations and at a declared charge. 

The first and the third principles may be reconcfled on one point, 
namely, the common-law duty to furnish cars. On the question 
involving the duty of carriers to haul any and all cars oflfered under 
the regulations prescribed, they are exactly contradictory. The 
interpretation of this problem sanctioning the use of one company's 
cars on the lines of a carrier to the excmsion of the cars of other 
companies and shippers seems to be the one in general use to-day. 
It is doubtful, however, whether a court would approve the exclusive 
contract if the Question were placed directly before it for decision, for 
the practice is airectly contradictory to the common-law duty of the 
carrier to accept transportation m^ whatever ^forin it is offered. 
A practical example * of this practice is the situation in the Southeast^ 
where some of the more important lines have contracts with the 
Fruit Growers Express Inc. The vice president of one of the larg- 
est roads stated the railroad's position regarding the handling of a 
shipper's own cars as follows: 

If the cars are tendered enipty and for transportation empty, the Railway 

will charge its published tariff rates for the transportation. 

If the cars are tendered for transportation with loads the Railway will refuse 

to receive the cars. 

From the foregoing presentation it appears that after the j)assage 
of the Hepburn Act in 1906 up to the time of the Ellis case m 1914, 
it was the general opinion that private car companies were directly 
subject to the Interstate Commerce Commission. The Ellis case 
limited the jurisdiction of the Interstate Commerce Commission 
solely to matters affecting the operation of cars when on the carriers' 
lines. This authority, therefore, covers only the direct relations of 
the cars to the railroads. When on the lines of a common carrier 
they become a facility of transportation of that carrier and the Inter- 
state Commerce Commission has power to regulate them through the 
railroad. 

1 A letter to the commission showing the operation in the Southeast of shipper-owned cars is presented 
iu the appendix as Exhibit 2. 
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CHAPTER 1. 



THE PACKERS' CARS. 



Previous chapters have shown how the refrigerator car has been 
used by the leading men in the packing business m helping to develop 
their industry to its present position of concentrated power. The 
refrigerator car has made it possible for a company whose principal 
plant is in Oiicago to deliver fresh meat to the retailer in the most 
remote part of the la^d as often as his needs require it. A system of 
branch nouses and peddler car routes has been added. Thus estab- 
lished on a paritv with the local packer,^ in so far as service in the 
delivery of a fresh product is concerned, it remained only for the big 

{)acker to employ tne natural advantages^ at his command, resulting 
rom the magnitude of the business, to direct his efforts against the 
existence of competition. That the private cars owned by the packers 
have been a vital factor in this process will be shown in this and the 
following chapters. 

Table 1 gives a comparison of the number of cars owned by the 
Big Five packers and their aflBliated companies in 1904, according 
to the report issued by the Commissioner of Corporations, and the 
number owned in 1917, as reported to the Federal Trade Commission 
in the present investigation. 

Table 1. — Comparison of cars owned by the Big Five packers and affiliated companies, 

1904 av>d 1917. 





Number of cars owned in 
1904. 


Number of cars owned in 
1917. 




Company. 


Refrigerator 
cars and 
miscella- 
neous 

equipment. 


Stock 
cars. 


Total, 
all cars. 


Total, 
all cars. 


Stock 
cars. 


Refrigerator 
cars and 
miscella- 
neous 

equipment. 


Company. 


A.nnour & Co 






114,555 


10,925 


Armour & Co. 




12,029 
1,645 

' 1,000 
1,469 






5,199 

5,660 

41 

25 

1,454 
2,731 


Armour & Co. (car 


Continpntal Fruit 










department). 
Fruit Growers Ex- 


Express. 

• 

Cudahy Packim Co 

Nelson Morris & Co 

Swift &Co 


'"466" 


1,000 
8 2,159 
»6,903 


1,454 
3,731 

8,628 




press Inc. 
Pittsburgh Provi- 
sion & Packing 
Co. 
Armstrong Pack- 
ing Co. 
Cudahy Packing Co. 
Morris & Co. 
Swift & Co. 


Swift Refrigerator 
Transportation 
Co. 


5,473 






6,832 


Swift Refrigerator 










Transportation 
Co. 



1 Including 881 cars (Armour & Co. proportion 40.11 per cent) of the National Packing C_o., dissolved 1912. 
* Including 290 cars (Morris & Co. proportion 13.19 per cent) of the "" 



8 Including 1,026 cars (Swift & Co. proportion 46.70 per cent) of the National Packing Co 



75 



REPORT ON PRIVATE CAR LINES* 77 

, which are used in the fresh fruit and vegetable business. 
)urgh Provision & Packing Co., which is owned by the 
lerton interests, owns 4 1 refrigerator cars. The Armstrong 
o., of Dallas, Tex., owned by the Armour-Flippen interests, 
ank cars. This makes a total of 10,925 cars practically 
noiu' control. 

be noticed that the Armour Car Lines and the Continental 
oress, which appear under Armour & Co. for the year 1904, 
ng in 1917. ^ The Armour Car Lines was a separatelv incor* 
company which owned aU the cars used by Armour & Co. in 
^ meat-packing business and the fruit and vegetable traffic 
A part of the fruit cars was owned indirectly through the 
ip of^the capital stock of the Continental Fruit Express.^ By 
ih the Armour Car Lines and the Continental Fruit Express 
j: sed to^ exist as companies owning and operating cars. The 

• Car .Lines was practically dissolved in 1914. Since that time 
V & Co. has operated the meat cars as a department of the 
^ business and the fruit and vegetable cars have been operate 
newly organized company, the Fruit Growers Express (Inc.). 
Cudahy Packing Co. owns a total of 1,454 cars, of which there 
105 refrigerators, 41 tanks, 2 box cars, and 6 gondolas. These 
re operated as a department of the packing company. Morris 
. owns 2,731 cars, of which 2,590 are refrigerator cars, used for 
lipment of fresh meat and packing-house products, and 141 are 
. cars. Morris & Co. has a car-operating department but does 
lave a separately incorporated car company, 
vvift & Co. and its subsidiary and affiliated companies own 8,628 
, all of which are used iu the packing business. These com- 
ics own more cars for use in the packing business than the Armour 
•Tests. If Armour's fruit and vegetaole cars are included, how- 
T, that company ranks first in the number of cars owned. Unhke 
mour, Swift & Co. operates no cars as a department of its business 
*t has separate companies incorporated for the specific purpose of 
.Tiin^ and operating car equipment. The Swift Refrigerator Trans- 
)rtation Co. is the. largest of these operating companies. It owns 
,832 cars, including 6,316 refrigerators, 432 tanks, 37 box cars, 31 
ondolas, 11 flat cars, and 5 raciks. Swift & Co. has two subsidiary 
ompanies for the operation of its stock cars, the National Manufac- 
uring Co., which owns 1,581 double-deck cars, and the Swift Live 
Stock Transportation Co., which owns 90 double-deck and 19 single- 
deck cars. Libby, McNeill & Libby, a canning company, which was 
until i:ecently a subsidiary of Swift & Co., and is now owned by the 
stockholders of Swift & Co., owns 60 refrigerators and 36 tanks. 
The Union Meat Co. of North Portland Oreg., and the Western 
Meat Co. of San Francisco, both under Swift control, own 4 refrig- 
erator cars and 6 tank cars, respectively. 

Swift & Co. had two operatmg car companies in 1904, the Swift 
Refrigerator Transportation Co. and Swift Live Stock Transportation 
Co.^ These companies are still in existence. The National Manu- 
facturing Co. is an old company, having been organized in 1890, but 

> Cars were also operated at that time by Armour Car Lines under such names as Kansas City Fr 
Express, Kansas City Dressed Beef Line^ Barbarossa Refrigerator Line, and Tropical Refrigerator Exp 
It is apparent that such names gave no idea of the ownership of the cars. 

3 S^f tears were also operated under the trade names California Fruit Transportation Line, Dairy De 
Despatch, and Oerman-AmociGan Refrigerator Line in 1904. 
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it apparently owned no cars in 1904, since it does not appear in the 
table publbned by the Commissioner of Corporations. The Western 
Live Stock Express Co., referred to bx a footnote of Table 1, is a sub- 
sidiary of the National Manufacturing Co. It was organized in 1905 
and operated a part of the Swift stock cars until July 1, 1917, when 
the company was absorbed by the National Manufacturing Co. 

The subsidiary and controDed companies of Wilson & Co., Inc., 
own 2,112 cars. The Wilson Car Lineais a separately incorporated 
company owning 1,966^ cars which Wilson & Co., Inc., uses for the 
most part in the shipment of its own products. These cars include 
1,562 refrigerators, 2<S0 stock cars, 122 tanks, 1 gondola, and 1 rack 
car. T. M. Sinclair & Co. (Ltd,), of Cedar Rapids, Iowa, which is 
under Wilson control, owns 1S2 refrigerators and 6 tank cars and 
operates them, together with some leased ears, as the Cedar Rapids 
Refrigerator Line. The Morton-Gregson Co. o! Nebraska City, 
Nebr., another Wilson concern, owns 8 tank cars. 

It will be noticed that the names of Schwarzschild & Sulzberger Co., 
Cold Blast Transportation Co., and Lackawanna Live Stock Trans- 
portation Co., which appear in the table for 1904, do not appear in 
1917. Schwarzscliild & Sulzberger Co. was reorganized a3 Sulzberger 
& Sons Co. in 1910 and later as Wilson & Co., Inc., in 1916. The 
Wilson Car Lines was incorporated at the time of the reorganization in 
1916 to operate the cars formerly owned by the Cold Blast Trans- 
portation Co. and Lackawanna Live Stock Transportation Co. 

In Table 1 the Armour cars, which are used in the fruit and vege- 
table traffic — that is, the Fruit Growers Express Inc* cars — are in- 
cluded. Throughout the remainder of this and the following chapter 
these cars will not be included as packer equipment. Presentation of 
facts in these chapters will be confined to cars used in the transpor- 
tation of meat and packing-house products. The Fruit Growers 
Express Inc. wiU be treated separately in a later chapter. Tables 2 
and 3 show the niunber of cars of each kind owned by the Big Five 
packers and their afiiUated companies on December 31, 1914 and 1917. 

Table 2. — Cars owned by the Big Five packers and affiliated companies j 1914- 



 


Refrigerator ears. 


Stock cars. 


Tank 
cars. 


Miscel- 
lanoous 
equip- 
ment. 




Company. 


Beef 
cars. 


Other 
refrig-- 
•rator 

cars. 


Double 
deck. 


Single 
deck. 


All 
cans. 


Armour & Co.: 

Armour & Co. (car department) 


3,772 


2,520 
Ml 






219 


32 


6,543 


Pittsburgh Provision & Pacldng Co. 
( Armour- Allerton interests) 






41 


Armstrong Packing Co 




1 


31 
35 
71 

408 


7* 

112 


31 


rndi^hy Paftlifng Tft ". . . 


1,460 
2,031 

5,555 




 ' ' "1 


1,502 
2,254 

7,024 


Morris A Co 






152 


Swift & Co.: 

Swift Refrigerator Transportation Co 


949 




Swift Live Stock Transportation Co 




188 


188 


National Manufacturing Co 






913 
793 






913 


Western Live Stock Express Co 












793 


Libby, McNeill ALibby 


52 


33 




16 
6 




101 


Western Meat Co 






6 


Union Meat Co 




»4 






4 


Wilson & Co., Inc.: 

Wilson Car Lines 


» 1,656 

34 






48 
6 
8 


1 


1 

1,705 
139 


T.M. Sinclair & Co. (Ltd.) 


99 






Morton^Gregson Co, 








8 








■■"■■"■"' 






Total 


14,560 


3,646 


1,706 


340 


848 


152 


21,252 





I Equipped with beef rails but no brine tanks. 



^Ineludes 10 sales cais. 
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• 


Refrigerator cars. 


Stock cars. 


Tanfc 

cars. 


Miscel- 


. 


Company. 


Beef 

cars. 


Other 
tseftigera- 
tor ears. 


Doable 
deck. 


Single 
deck. 


laneotis 
equip" 

meut. 


All 
cars. 


Armour & Co.: 

Armour <& Co. (ear department > 


3,840 


1,104 
»41 






232 


23 


5,190 
41 


Piti^bm-gh Proviaion & Packing Co. 
(Armour-Allcrton interests) 






Arm stron g Packl ng Co 








' "25' 
41 
141 

432 


8* 

84 


25 


Cudahy Paeldng Co 


'1,405 
2,390 

&,980 








1,454 
2,731 

0,832 


Morris &Co ,— 








Swift & Co.: 

Swift Refrigerator Transportation Co. . . 


227 






Swift Live Stock Transportation Co 


90 
2 1, 581 


19 


109 


National Manufactming Co 










l,5vSl 


Libby, McNeil] & Libby 


35 


25 




36 




9r> 


Western Meat Co 






6 


G 


UnioaMeatCo 




14 








4 


Wilson & Co., Inc.: 

Wilson CM" Lines 


3I,5C2 
33 




280 


122 

G 


2 


1,866 


T. M. Sinclair & Co. (Ltd.) 


99 




138 


Morton-G regson Co 






8 


8 
















Total 


15,454 


1,000 


1,C71 


299 


1,049 


117 


20,190 





1 Equipi)cd with beef rails, but no brine tanks, 

2 Includes 739 cars taken over from the Western Live Stock Express Co. July 1, 1917. 

3 Includes 10 sales cars. 

By way of explanation it may be well to repeat that for the pur- 

Eoses of this report a refrigerator car equipped with brine tanks and 
eef rails is considered a beef car. The beef carcasses are suspended 
from the roof of the car by means of hooks placed on these rails. 
Fresh meat is sometimes shipped in the ordinary refrigerator car, but 
a brine-tank car is the only car suitable for such shipments during all 
seasons of the year. A lower temperature can be maintained in a 
brine-tank car in which crushed ice and salt are used than in an 
ordinary refrigerator car equipped with ice bunkers for the use of 
block ice. 

Under the heading ''Other refrigerator cars" all refrigerators 
not equipped for the shipment of fresh meat are included. Most of 
these cars are equipped with ice bunkers and a few so-called dairy 
cars are equipped: with brine tanks. These cars are sometines used 
for the shipment of fresh meat, but for the most part are used only 
for packing-house products, dairy products, dressed poultry, and the 
like. A few of these ' 'other refrigerators " owned by the packers are 
ventilator refrigerators with no ice tanks or bunkers. Such cars 
are suitable only for the shipment of beverages and some fruits and 
vegetables, except in the winter season, when they may be used for 
packing-house products. Stock cars are used for the transportation 
of live stock. The douMe-deck cars are suitable for carrying hogs, 
sheep, calves, and goats, while the single decks are used for catue. 
The tank cars owned by the packers are used for the shipment of 
edible oils, tallows, greases, and tankage. Under the keadmg * 'Mis- 
cellaneous equipment" are included box cars, used for the most part 
in transporting nonperishable products, and gondolas, racks, and 
flat cars, which are used locally in the yards. 
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It 13 shown in Table 3 that the Big Fivepackers own 15,454 boef 
cars and but 1 ,600 other refrigerator cars. The beef car being suitable 
for carrying all meats, while the ordinary refrigerator car is not 
satisfactory for the shipment of fresh meat in the warmer months, 
it is desirable for the packer to own the general utility car, the 
beef car, even though it does require a somewhat larger original out- 
lay. The table further shows that the larger part of the packers' 
stock cars are double decks owned by the Swift companies. These 
cars are used to ship live hogs from the West to the New England 
plants owned bv companies affiliated with Swift & Co. 

The tables snow tnat the packers owned 21,252 cars in 1914 and 
only 20,190 cars in 1917, a loss of 1,062 cars. A large loss will be 
noted in the number of ''Other refrigerator cars " ; there were 3,646 of 
these cars in 1914 and but 1 .600 in 1917, a decHne of 2,046 cars. This 
loss was due largely to the lact that Armour & Co. was dismantling a 
large number of the old cars which it formerly used in the fruit and 
vegetable traffic. Morris & Co. and Swift & Co. show material gains 
in the number of their beef cars. The tank cars show an increase of 
201 cars. The other packers, Cudahy, Morris, and Wilson, increased 
their holdings of this class of enuipment. There was a slight decrease 
in the number of stock cars and miscellaneous equipment. 

INDEPENDENT PACKING COMPANIES. 

Consideration should be given also to the equipment of the inde- 
pendent packing companies. Tables 4 and 5 show the number of the 
various kinds of cars owned by these companies en December 31, 
1914- and 1917. 

Table 4. — Cars owned by independent pacJcing companies^ 1914- 



Company. 



Arbogast & Bastlan Co 

Beech-Nut Packing Co.i 

Carsteiis Packing Co 

Cincinnati Abattoir Co 

Cleveland Provision Co 

Consolidated Dressed Beef Co 

Cudahy Bros. Co. (Milwaukee) 

Jacob Dold Packing Co 

E vansville Packing Co 

Wm. Focke's Sons Co 

Frye&Co 

H. J. Heinz Co.i 

Houston Packing Co 

Independent Packing Co. (Chicago). 

Indianapolis Abattoir Co 

Kingan & Co. ( Ltd.) 

John Morrell & Co 

St. Louis Independent Packing Co. 

F. Schenk & Sons Co 

Twry Packing Co. (fiah) 

Western Packing & Provision Co. . . 



Total. 



Refrigerator car3. 



Boof cars. 



3 

83 
28 
10 
60 
213 
10 



100 
104 
251 
78 
150 



10 



1,103 



Other re- 
frigerator 
cars. 



Tank cars. 



C5 

'is4 



3 
15 

52 
24 



210 
123 



5 
10 



696 



2 

8 



Miscel- 
laneous 
equipment. 



10 



G 
9 



97 



9 



Id 



All cars. 



3 

5 

7 

S3 

93 

10 

246 

226 

10 

3 

21 

106 

34 

100 

104 

476 

210 

150 

5 

10 

10 



1,912 



1 Not slaughtering companies. 
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Tablb 5, — CarB owned by independent packing companieSf 1917, 



I 


Refrigerator cars. 


Tank cars. 


Sfiseel- 

lazieous. 

equipment. 




. Company. 


Beef cars. 


Other re- 
frigerator 
cars. 


All cars. 


Arboeast & Bastian Co 


3 








3 


■p*«<*h-7iiifc Papkinff C".*. -,-. , . 


5 






5 


Carstens Packjns Co 


3 

100 

26 

5 
62 


4 


• 


7 


Cincinnati Abattoir Co 






100 


Cleveland Provision Co 


46 






72 


Consolidated Dressed Beef Co 






5 


Cudahy Bros. Co. (Milvraukee) 


178 


4 
15 




244 


Darling & Co.« 




15 


Jacob E. Deek«r & S<ms 


10 

254 

6 


5 
3 




15 


Jacob Dold Packing Co 


8 


5 


270 


F.vftnsville Packing Co , . 


6 


Wm. Foeke's Sons'Co 


3 
15 
52 
20 






3 


Frye ^ Co 




4 
54 
10 


2 


21 


K. J, TTAin« On.* . . 




106 


Houston Packing Co 






30 


Independent Packing Co. (Chicago) 


99 
109 
200 
109 
150 




99 


Indianapolis Abattoir Co 








109 


TTingaTi^Crt. (T-tr1 ) . .. , , 


347 
110 


6 
9 


9 


562 


John Morrell <& Co 


228 


St. Louis Indei>endent Packing Co 




150 


F. Schenk <& Sons Co 7. 


5 






5 


Western Packing & Provision Co 


«10 






10 












Total 


1,146 


789 


114 


16 


2 065 







1 Not slaughterers. 

« This company is controlled by the Big Five interests. 

a Only 5 at end of year. 

Table 5 shows that the independent packing companies owned 
2,065 cars on December 31, 1917, of which there were 1,146 beef 
cars, 789 other refrigerators, 114 tanks, and 16 miscellaneous. These 
companies own approximately one-tenth as many cars as the Big 
Five pack^:^. It may be noted that the percentage of beef cars of 
the independents is less than that of the Big Five packers whose 
beef cars comprise by far the larger part of their equipment. There 
are two factors to be considered here, the cost of the car and its use. 
The beef car is more expensive than the ventilator refrigerator and 
the small packers with limited capital, therefore, invest sparingly 
in this class of equipment. They also have less use for the beef car 
than the big packers, for a smaller percentage of their shipments are 
of fresh meat. Many of the small packers confine themselves almost 
entirely to the packing of pork products and the slaughtering of a 
small amount oi beef for local consumption. 

The tables show that these companies have increased their equip- 
ment slightly from a total of 1,912 cars in 1914 to 2,065 in 1917. 
There was some increase in the beef cars, refrigerators, and tanks; 
the miscellaneous equipment remained the same. It will be noted 
that these companies own no stock cars. They therefore have to 
depend upon the railroads and the independent private car com- 
panies to furnish this equipment. 

In addition to the packing companies enumerated in the foregoijfig 
tables, there are some other shippers of food products who own cars. 
For example, the California Despatch Line, San Francisco, incorpora- 
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ted by the Galileiaia^Wia^ Aafiocialioa; ov^ cars which 

are used in the shipment of the association's products. The St, 
Louis Refrigerator Car Co., organized for the purpose of transporting 
the products of the Anheuser-Busch Brewing Association, owns 
981 ventilator refrigerator cars. Moseley Bros., a cocamission firm 
of Grand Rapids, Mich., owns 26 ventilator refrigerators and 2 
box cars, which are used in' the shipment of fruits and vegetables. 
These companies are not in the meat-packing business and they 
have, therefore, not been included in the comparative statistics of 
the cars owned by the Big Five and other packing companies. 

It is apparent that tho equipment owned oy the ind^jeode^t 
packing companies is small as compared with tKat of the fi% Five 
packers. The Big Five and their affiliated companies owned 20,190 
cars in 1917; the independent packing companies owned 2,065 cars. 
Table 6 carries the comparison further: 

Table 6. — Comparison of cars owned by Big Five packers and the indepejident j^aching 
* companies, Dec. Sly 1917. 



Kind of car. 



Beef cars 

Other refrigerator cars . . . 

Stock cars 

Tank cars 

Ifisoellaneous oqnipment 

Total 



Big Five. 



Number. 



15,454 

1,600 

1,970 

1,049 

117 



20,190 



Per cent. 



93.1 
67.t) 
100.0 
90.2 
88.0 



90.7 



ladepeadezLt 

packiag 
jooraapsaaiGs. 



Number. 



1.146 

789 



16 



2,065 



Per cent. 



6.9 
33.0 



d.8 
12.0 



9.3 



Total. 



16,600 

2,389 

1,970 

1.163 

133 



22,255 



The Big Five packers and their affiliated companies own ov^ "90 
p^* eemi, of all the cars owned by the packing interests of the country, 
more than dS per cent of the beef cars, and KM) per cent of the stodi^ 
caars owned by such interests. 



REFKIOESATOB CARS. 

An adequate supply of refrigerator cais is necessary for aa inter- 
sta^te packing bu^ness. It is esnecially necessary that trsjisporta- 
tion focitities be adequ&te in fib^e packing indu8t3*y because the 
storing facilities of most plants are very limited. The refr^Brator 
rooms in a. packing piant are for tiae purpose of oooUng the meat after 
it is slaughtered tind are not intended f c^ Biorage purposes. They 
are expensive to op^*ate and are nev^ made larger than the joteeds 
of the Ibusiness require. The fredi meat must therefore be continu- 
ally shipped out or the plant must cease operation when the eoolms^ 
rJma iJ^ome filled. ~»B 

It is necessary to consider aU the xeiiiig&rnjtor car eqiu^m^it id the 
country m forming a conckision as to the possibility of the si^coess- 
f ul operation of a packing plant without the own^i'ship of it^d:gea:«4^or 
cars. Tables 7 and 8 s&w the number and percentage of b^ tmd 
other refrigerator cars owned by the Big Five packers, independent 
packing companies, and railroads, December 31, 1917. 
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Tjlbi^ 7, — Number of re/rigerator oars owned hy all pachirig companies j private car com" 

panics, and railroad intereBtSy Bee. SI, 1917. 





Paddng ooiDpaoics. 




Hailroad interests. 




Kiiidofx^t. 


JBig 


Inde- 

pend- 

ent. 

r 


Total. 


xTivai«- 
car 

pafiies. 


RaOroad- 
owned 

•fifieraUng 
CDTTipanifis. 


Rail- : 
roads. 


Total. 


Total. 


BoeT : 


15,454 
>7,»0 


1,1« 

78»: 


16, (KX) 


275 








tl6,«7S 


OStbor rcSiJgGcftlfQfL.^..^. ...^^ . . ... 


as, 187 1 


54,273 


fi6,41€ 


MA,462 


Tetal , 


22,714 


1, 9S5 


24,649 


6,278 


S2,^7 


54,173 


8G,4J0 


H7,S37 



» Includes 5,660 cars owned by the Fruit Growers Express (Inc.). 

Ta»i*e & — F^rcenbagt of refrigercitor can owned by Big Five packers and other interesls^ 

Dec. SI, 1917, 



Tntesrests-owuiBg cars. 



B^:^^wjpaekera.... 

Imaependient pa<^dng oonmanies. . 

(^lauBr p]i^«&t&«ar«0BipaxBe8 

Hailr efldig teiests: , 

HfKtfaiDad "Operating compfloiies . 



Xotal. 



B6a CSfB. 



91.6 
6.8 
1.6 



Irigerators. 



lOaD 



7.2 

.8 

6.« 



«2.« 
£4.0 



8G.0 



100.0 



AUro- 
fngeraAor 

<ttZ8. 



Id. 4 
1.6 
5.8 



"27,4 



73.7 



106.0 



THi^e tables show eleariy th© ^extent of control by the Big Five 
pttck^^s trf the beef <5«rs <af tl3te counlry. Of the total of 16,875 such care 
the Big Five packers own 15,454, or 91 .6 per cent. The independent 
pftcfcing oompanies own 1,146 beef care, and otfier^yate c«r com- 
pames own ont 275. line ralhoads own n<Mie. The packer who 
desire to ship fresh meats mtxst own his cam, eonce he ean not 
secure any be^ cars from the raSroads and has limited opportunity 
to lease aarr from private car companies. This fact was testified to 
by F. H. Frederics, of the Swift Refrigerator Transportation Co., 
before the Interstate Commerce Oommi^ion hearing in Oiicago Feb- 
ruary, 191 8, when he said that a. man could not engage in the packing 
bneineas unless he could raise enough capital, not only to start a 
packing ^a>nt but to provide his transportation facilities as wdl. 

"When Ifr. Frederick testified that it was necessary for a pack^ to 
own his caiB, he was referring presumably to all refngeratorcais. It 
is Mjparcnt from Tables 7 and 8, howev-ear, tiiat the indep^ident 
papers have more opportunity to secure ordinary refrigerator cars 
than berf cars. The railroad mterests own 86,410 refrigerator cars 
and the independent prtvate-car c<mipanies own 6,093, Virtually 
all the r«frijra*ator cars owned by the private-car companies are 
leased to ra&oads and industries other than the packing iudifi^ry. 
The packers who do not own their refrigerator cars depend for the 
most part on the railroads to supply th^em. 

There sj^e certain disadvantages and inconveniences attendant on 
tiac nse of railroad r€&igerat<»s which must be met by Ihe small 
pacic^ who depends upon y^is class of equipment. Tne supply is 



not always adequate, for altbough tke railroads own a large number 
of refrigerators they are for the most part for use in the fruit 
and vegetable traffic, and consequently in certain seasons there 
is a deficiency in the supply available for the paclring business. 
The railroad car, also, is often in poor condition, it is used 
for handling all kinds of perishable freight, some of which, such 
as vegetables with a pungent odor, render the car unfit for a ship- 
ment of meat until it is thoroughly cleaned, which is expensive to 
the shipper (see p. 48). Railroad cars are often used for ordinary 
heavy freight, which sometimes damages the insulation or ice 
bunkers. When the cars are in such condition, the proper tempera- 
ture can not be maintained and the product often suffers damage 
in transit. 

Packers sometimes use the ordinary refrigerator cars of the rail- 
roads for the shipment of. fresh meats. Fairly satisfactory results 
are obtained in cool weather. It is expensive to the shipper, how- 
ever, for he must equip the car with rails, at a cost of $10 to $25 per 
car, and hooks costing about $15 per car. Since he can not arrange 
for the return of the car to his own plant, the expense of the rails is 
a loss. He can arrange for the return of the hooks, but they are 
often lost in transit. The packer who owns his car does not have 
like difficulty, for the hooks are supposed to be left in the car and 
returned with it to the packer's plant. Lost hooks are a consider- 
able item of expense even to those who own their cars, but the loss is 
relatively greater to those who do not own equipment. A further 
advantage to the owner of cars over the user of railroad-owned equip- 
ment is in the privilege of routing his car as he pleases. If a shipper 
is furnished a cor by a carrier, he^ gives the long haul to the railroad 
furnishing the car. This is frequently annoying and inconvenient, 
especially in times of car shortage and congestion of traffic. 

The advantage to a packer who owns a sufficient supply of cars to 
take care of his business is most marked in times of car shortage and 
other transportation difficulties. The Big Five packers are in an 
especially advantageous position at such times, for they secure the 
greatest possible service out of their equipment through their exten- 
sive force of experts whose business it is to see that the cars move. 

The smaller packers owning cars have a great deal of trouble in 
such times. None of them have enough cars to warrant the main- 
tenance of a car service force comparable to that of the Big Five; 
and their cars move very slowly or are often entirely diverted from 
their own traffic. Those owning no cars find it extremely difficult 
to secure any from the railroads. During the winter oi 1917-18 
some plants were shut down entirely, because no cars were available 
to carry the products. Of course the Big Five packers are not free 
from these troubles, but their better facilities ^lace them in a com- 
paratively secure position, so that in general their business continues 
uninterruptedly during times of transportation troubles, whereas the 
small packer suffers severe losses from a lack of equipment. 

STOCK CABS. 

The ownership! of stock cars for the transportation of live stock 
from the producing area to the-packing plant is of less importance 
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than the ownership of refrigerator cars. The raihoads have always 
owned a large proportion oi the stock cars, and most shippers have 
depended upon tne carriers to furnish this class of equipment. 
Table 9 shows the number and percentage of stock cars owned oy the 
Big Five packers, independent private-car companies, and railroads, 
December 31, 1917. 

Table 9. — Total stock cars in the United S tales y classified by ounershipy Dec. SI, 1917, 



Kind of car. 


Swift & Co. and 
Wilson &. Co., Inc. 


Independent car 
companies. 


Railroads. 


Total. 


Per cent. 




• 
Number. 


Per cent. 


Number. 


Per cent. 


Number. 


Per cent. 




T^oiibl© 4M:k 


1,671 
299 


113.1 
.3 


1,046 
12,956 


8.2 
13.7 


10,007 
81,493 


78.7 
86.0 


12,724 
94,748 


100 


Single deck 


100 






Total 


1,970 


1.8 


14,002 


13.0 


91,500 


85.2 


107,472 


100 







» All owned by subsidiary companies of Swift & Co. 

The independent packing companies own no stock cars whatever, 
nor do Armour & Co., Morris & Co., or the Cudahy Packing Co. 
The other two big packers (Swift & Co. and Wilson & Co., Inc.) 
own but 1.8 per cent of the total stock cars in the country; the 
independent private car companies who lease cars to railroads and 
shippers own 13 per cent; the railroads own the remaining 85.2 per 
cent. It is the general opinion of the transportation experts that 
if stock cars were properly used and diistributed the supply would 
be more thtin adequate to meet the need of shippers. Stock cars 
are often used for the transportation of dead freight, and such 
use, of course, cuts down the supply available for the shipn^nt 
of live stock. Charges have been made also that railroad cars are 
not fairly distributea ; that there is discrimination in favor of the Big 
Five packers. Whether it is from an actual deficiency in the total 
supply of equipment, from misuse, or discrimination, it is evident 
from the complaints of the small shippers that they are sometimes 
unable to secure cars for the movement of their live stock* The 
small packers had considerable difficulty in getting cars in the winter 
of 1917-18 during the period of general car shortage and congestion 
of ^toiffic. The snippers who owned stock cars were, of course, at 
an advantage during this period because they were able through 
tracing organizations to keep some record of car movements and 
make the necessary effort to get their cars home. 

The situation in regard to (fouble-deck cars is quite different from 
that of stock cars in general. It wiU be seen in Table 9 that Swift & 
Co., through its subsidiary car companies, owns 13 per cent of the 
double-de<3c cars, the independent private car cornpanies 8 per cent, 
and the railroads approximately 79 per cent. It is advantageous to 
the shipper of live stock to use a double-deck car, because the freight 
charges are lower on such shipment than in a single deck. The table 
shows that Swift & Co. is the only shipper in the country owning 
double-deck cars. All other packing companies must depend on 

Sriyate car companies or raihoads for this kind of equipment, 
[either of these sources proves adequate. It is evident from the 
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table that the private caa: companies have very few such cars to 
lease. The raikoada have more than 10,000 double decks, but this 
number is small in comparison with the 80,000 single decks owned 
by the carriers. It often happens^ that a carrier has a single deck 
available and furnishes it to the shipper, even though a double deck 
has been ordered. The railroad is perhaps partial to the single deck 
because of the greater revenue from the shipment of live stock in 
this kind of car. Whatever the reason may be, it is true that shippers 
are often furnished single-deck stock cars in lieu of doubles. As a 
consequence they pay more freight on their shipments. 

LEASED EQUIPMENT. 

For the purposes of this report a leased car is considered as one 
which is leased by a private-car company to a shipper to be used 
exclusively by that shipper for a definite period of time. The control 
of the movement of tne car passes to tne shipper. To all intonts 
and purposes he is the owner. The car is usually stenciled in the 
name of the shipper and is supposed to be returned directly to his 
plant for reload. A number of packers, large and small, use leased 
equipment, some as supplementary to cars which they own and 
others as their entire car supply. Table 10 shows the number of 
each kind of car leased by the Big Five packers in 1917. 

Table 10. — Leased can operated by Big Fire packers and affiliated companies, 1917. 





Bocfcafs. 


• 

Otfaer re- 
frigerator 
cars. 


Stock cars. 


Tank cars.] 


All cars. 


Arm<9ur & Co 






U4 




154 


ArmstnMie; Packing Co.... 






10 


10 


Cudahv Packing Co. . T. 




136 




138 


Morris A Co 




iso 

116 

321 




ISO 


Swift & Co.: 

National Mannfacttaing Go 








116 


Swift Live Stock Transportation Co . . . 








321 


Union Meat Co t 


125 






25 


Westem Live Stock Express Co 




100 




100 


WibMi & Co., Inc.: 

T. M. Sinclair & Co. (Ltd.) 


« 


53 
46 




SdS 


Wilson Car Lines 




31 


77 










Total 


70 


235 


«41 


41 


1,1S7 





^ Leased from Swift Rcfri^rator Transportation Co. 
* 73 of these cars are leased from the Wilson Car Lines. 

The number of cars leased is small in comparison with the number 
of cars owned by the Big Five packers. They leased 1,187 cars and 
owned 20,190 cars in 1917. Most of the c^ars leased are stock cars. 
Swift & Co. and Wifeon & Co., Inc. are the only packers who own 
stock cars. Swift & Co. leases 537 stock cars in addition to the 1 ,690 
which it owns. 

Rental rates on stock cars leased by the Big Five packers are vwy 
low, varying from 30 to 40 cents per day. The packers get the mile- 
age allowance on these cars and nave practically no expense in oper- 
ating them, as the owner in each case pays for repairs. The stock 
cars operated by the packers made an average of 73.6 miles p»* day 
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durii]^ the year 1917. At ^ix-tenths cent per mile this would yield 
44 cents per car per day. Since they pay a rental of only 30 to 40 
oents per day, it would seem that the operation of leased stock cars 
is aprofitable part of their business as well as a convenience to them. 

The Cudahy Packing Co. leases 136 refrigerator cars from the 
Mather Railway Equipment Co., on which it now pays $21,50 per 
car per month. The Mather Co. bears the cost of repairs on these 
cars. T. M. Sinclair & Co. (Ltd.) leases 73 of its 98 refrigerator cars 
from Wilson & Co., Inc., its parent concern, and the rates of rental 
are therefore unimportant. Sinclair also leases 25 cars from the 
Federal Refrigerator Despatch Co., on which it pajB $17.50 per car 
per month, less mileage earnings, and makes the repairs. The Wilson 
Car Lines paid $19 per car per month, less mileage, on its refrigerator 
cars in 1917, and had practicallv no expense of repairs^ as they were 
paid by the lessor. On its tank cars tne Wilson Car Lines paid $40 
per month without credit for mileage earnings. The lessor made the 
repairs on these cars. The Armstrong Packing Co. pays $65 per 
month, less mile^e earnings, for its tank cars, but does not pay for 
repairs. 

Table 11 shows the number of cars leased by independent packing 
companies. 

TABI.E 11. — Carz leased by independent ^achiTig companies from independent car com- 

panus, 1917, 



Comi)any. 



Carondolet Packing Co 

Cincinnati Abattoir Co 

Cofiin Packing & Provision Co. 
Consolidated Dressed Beef Co . . 

Dunlevy Packing Co 

Bast Texmessee Packing Co 

E vansviOe Packing Co 

itton. J. Felin A Co. (Inc.) 

Fostoria Provision Co 

H.J. Heine Co. » 

Henneberry & Co 

Nagle Packing Co.* 

HcudcoUs PacUng Go. 



St. Louis Independent Packing Co.. 

Sartorius Provision Co 

Wbite Provision Co 

Wc^PaddngCo 



Total. 



Beef cars. 



43 



15 
10 
10 



5 

47 



5 

4 



145 



Otlier 

refrigerator 

cars. 



84 



87 



Stock cars. 



30 



196 
•44' 



27G 



All cars. 



3 

43 

2 

30 
4 
1 

15 

10 

10 

280 

2 

44 

5 

47 

3 

5 

I 



5US 



» Not a slaughtering company. 

* This company is controlled by the Big Five Interests. 

' It can not be said tbat these are all the cars leased by the inde- 
pend^it packing companies, but they are all that have been reported 
to the commission in answer to its inquiries. It may be noted that 
the independents lease a larger number of cars proportionately to 
the numoer owned tiiian the Big Five packers. The independents 
lease 508 and own 2,065, while the packers lease 1,187 and own 
20,190. 

Of the 275 beef cars owned by independent private car companies 
and available for lease to packing companies (see Table 6) the Big 
Five packers lease 5 and the independent packing companies lease 
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145 cars (see Table 11), making a total of 150 of these cars accounted 
for and leaving 125 such cars available to other small packing com- 
panies for temporary use. Probably a few other of these beef cars 
are leased to independent packing companies, which have not been 
reported to the commission. The independent packing companies 
have reported that they lease 87 other refrigerator cars, 84 of which 
are in the service of H. J. Heinz Co. Of the 276 stock cars leased, 
the Heinz Co. has 196, which it uses for the most part in carrying 
tomatoes. The remainder of the stock cars leased by the indepenaent 
packing companies are in the service of slaughterers, who use them 
m the transportation of live stock. 

The Cincinnati Abattoir Co. paid $27.50 per car per month, less 
mileage earnings, for its refrigerators up to November 15, 1917j when 
the rate was raised to $32.50. The lessor keeps the cars in repair. 
The Consolidated Dressed Beef Co. paid $9 per month for its leased 
stock cars and was credited with the mileage earnings, but had to 
pay for repairs. These cars are no longer leased. The Evansville 
Packing Co. paid $15 per month, less mileage earnings, for its beef 
cars, and the repairs were made by the lessor. H. J. Heinz Co. paid 
$15 per month, less mileage earmngs, on its refrigerator cars up to 
December 1, 1917, when the rate was raised to $18 per month. For 
its stock cars it paid from $13.50 to $22.50 per month during 1917. 
less mileage earnings, the lessors in each case bearing the cost oi 
repairs. The Nagle Packing Co. pays $13.50 per month, less mileage, 
for its stock cars and has no expense for repairs. The St. Louis Inde- 
pendent Packing Co. paid $15 per month, less mileage, for ita beef 
cars. The lessor made all repairs. The other smaller companies pay 
various rates for the cars which they lease. 

. CAR SHOES. 

In addition to the operation of their private cars on the lines of the 
carriers the Big Five packers maintain extensive car shops in various 
cities for the repair and rebuilding of old cars and the construction of 
new equipment. All the large packers make the majority of repairs 
in their own shops. H. L. Osman, of Morris & Co., has stated that his 
company does 80 per cent of the repair work on its cars. Practically 
the only repairs made by the railroads on the big packers' cars are 
the light, running repairs. It is of considerable advantage to the Big 
Five packers to make thieir own repairs. The cost of repairs in their 
shops is less than the Master Car Builders' scale of prices, according 
to the testimony of Mr. Osman at the Interstate Commerce Com- 
mission hearing m Chicago, February, 1918. The large packers, who 
have a sufficient number of cars to warrant the maintenance of car 
shops, have a competitive advantage over the small packers, whose 
supply of equipment is not large enough to warrant it. The small 
companies must allow the carriers to make the majority of their 
repairs and they must pay the regular Master Car Builders' prices for 
them. 

Armour & Co. and Swift & Co. are also equipped to build new cars. 
These companies build cars for less money than they can be bought 
in the open market, since they do not have to pay the car builder's 
profit. The saving to them at the present time amounts to several 
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hundred dollars per car. They have this advantage over shippers 
who are not large enough to maintain shops for the huilding of their 
equipment. Annour <C Co/s maximum production is five cars per 
day, but it is not able to keep up this rate throughout the year. 
Swift & Co. can build four cars per day. Transportation condi- 
tions greatly affect the number of cars built by the Big Five packers. 
For example, Swift & Co. built only 141 cars in 1916, whereas m 1917, 
when the need for additional equipment was great, this company 
built 698 cars. 

The total capital investment of the Big Five packers in car shops 
and equipment is $1,911,721.72, according to reports submitted by 
them. Table 12 shows the amount of the various items for eacn 



company. 



Table 12. — Investment of Big Five packers in car shops. 



Company. 



Armour & Co 

Cudahy Packiiig Co. 

Morris & Co 

Swift&Co 

Wilson <& Co., Inc.. 



Total. 



Land. 



657,e86.71 



769,260.21 



Buildings 

and 
machinery. 



$203,619.06 

90,434.60 

90,446.18 

468,282.22 

•276,876.68 



1,129,058.63 



Other 
investment. 



$812.08 



12,000.00 



12,812.96 



Total. 



$204,432.93 

201,988.00 

90,445.18 

1,125,978.93 

288,876.68 



« 1,911,721.72 



» Not reported, 
s Includes tracks. 

* Includes land. 

* It should be noted that this figure does not include the investment of Armour & Co. or Morris & Co. in 
land nor the investment of any of the companies in inventories of materials and suppUes. It can not there- 
fore be considered as representative of the entire investment of the'Big Five packers in car shops. 

Armour & Co. has its principal car shops at Chicago, with addi- 
tional shops at Kansas City, South Omaha, East St. Louis, Sioux 
City, St. J oseph, and Cincinnati. The Chicago shops are equipped 
for the building of new cars. This company built 600 new cars in 
1917 and had built 350 cars up to September, 1918. The Cudahy 
Packing Co. has but one car shop, located at East Chicago, Ind. 
It is eqiupped to make light repairs at Sioux City, South Omaha, 
Kansas City, and Wichita. Morris & Co. has but one car shop, 
located at Chicago, but this company also makes light repairs at its 
outside plants. Swift & Co.'s principal shop is in Chicago, but it 
also has shops located at East St. Louis, Kansas City, South St. 
Joseph, Soutn St. Paul, Omaha, and Elkhart, Ind. Wilson & Co., 
Inc., has shops at Chicago and Kansas City and also maintains a 
force of repair men at Oklahoma City, but it has no shops at that 

Eoint. A car shop is operated at Fort Worth by the Southwestern 
[echanical Co., wnich is jointly owned by Armour & Co. and Swift 
&Co. 

CONCLUSIONS. 

The great size of their operations has enabled the Big Five packers 
to invest millions of dollars in car equipment for the transportation 
of their products. They move a large part of their dressed beef, 
packing-house products, tallows, oils, and greases in their own cars. 
Some of their hve stock is also transported in their own equipment. 
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They have an adequate supply of cars to take care of their business in 
normal times, and two of them are equipped to build new cars to take 
care of their expanding business and unusual demands. Although 
they are not entu*ely free from transi>ortation troubles, the Big Five 
packers are in a much stronger position than other packing com- 
panies. 

Most of the email independent packing companies own no cars. 
None of them are able to rely on their own eqmpment to the extent 
that the Big Five packers are. They must d!epend largely upon 
securing^ cars from independent private car companies or from 
the carriers. These sources are especially unreliable for the beef 
refrigerator cars. The Big Five packers own 91.6 per cent of all the 
beef cars in the countrv. Independent private car companies own 
but 275 such cars and the railroads own none. 

The independent packing companies own no stock cars. While 
tW have Uttle difficulty in securing single-deck cars, they have great 
difficulty in securing double decks. Private car companies ana rail- 
roads own very few double-deck ears in comparison with the number 
of single decks owned. The small packer is often compelled to ship 
his live stock in single-deck cars, and he suffers hardship because of 
the higher freight chaises on sucn shipments. 



CHAPTER 2. 

OPERATION OF THE PACKEKS' CARS. 

That tbe Big Five pax^kers receive expedited service from tlie 
railroads in the operation of their equipment will be shown in this 
chapter. Their cars make more miles per day than the cars of any 
other packing companies or private car companies. Tliey therefore 
make larger earnings and give better service to their owners than the 
cars of other conmanies. The figures of loaded and empty mileage 
will show that tne Big Five packers' cars are almost invariably 
returned empty to the owners immediately after completing a trip. 
It will be remembered (see Part I, chap. 3) that the cars of other 
companies are often reloaded by the carriers and diverted to other 
traffic, at times even in an opposite direction from home. The sta- 
tistics on the rates of mileage paid by railroads for the use of private 
equipment show that the Big Five packers have been getting on the 
average a higher rate per mile than the independent packers. 

For present purposes the operating results of refrigerator cars and 
stock cars only will be considered* These two kinds of cars comprise 
approximately 95 per cent of all packer equipment. The operating 
results of the packers' stock cars and refrigerator cars are compared 
with similar statistics of operation of the cars of other companies. 

OPERATION OF REFEIGERATOB CABS. 

As most of the packers- cars are refrigerators, which are used for 
the handling of dressed beef, packing-house, dairy, and poultry 
products, the operation of these cars will first be considered. They 
not only make more miles per daj^ in normal times than the cars of 
otlier companies, but they maintain their high rate of movement in 
tinies of transportation troubles, such as were experienced in 1917, 
while other companies' cars at such times move much more slowly 
than usual. Tables 13 and 14 diow the number of cars owned and 
operated by the Big Five packers in the years 1914 and 1917, the 
total car-miles, the average number of days each car was in actual 
service, and the average miles per car per day. 
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Ta»lb 13, — Operation of refrigerator cars owned by Big Five packers and affiliated ecmr 

panics, 1914* 



Ck)mpany. 



Armour & Co.: 

Armour Car Lines 

Pittsburgh Provision & Packing Co. (Armour 

. Allerton interests) 

Cudahy Packing Co 

Morris & Co 

Swift & Co.: 

Libby, McNeill & Libby 

Swift Refrigerator Transportation Co 

Union Meat Co 

Wilson & Co., Inc.: 

T. M. Sinclair & Co. (Ltd.) 

Wilson Car Lines 

Total 



Number of 
carsown^d 
and oper- 
ated. 



41 

1,460 

« 2,050 

85 

4 6,490 

4 

133 
« 1,633 



18,052 



Total oar- 
miles. 



161,380,327 

261,053 
49,836,911 
57,694,957 

1,939,544 

148,972,005 

3,744 

3,012,378 
40,912,935 



464,022,854 



Average 
number of 
days each 
car was in 

actual 
operation. 



S840 

>260 

292 

S840 

824 
308 
183 

2840 
292 



320 



miles per 

carper 

day. 



77.1 

216 

116.9 

82.8 

70.4 
74.5 
*6.1 

66.6 
85.8 



80.3 



1 Owned 6,292 cars, of which 136 were leased to the Erie R. R. 

2 Estimated. 

« Average in service, number at end of year, 2,031. 

< Owned 6.504 cars, 14 of which were in local yard service. 

c Tn snecial local service. 

« Owned 1,656 cars, 23 of which were leased to T. M. Sinclair & Co. (Ltd.). 

Table 14. — Operation of refrigerator cars owned by Big Five packers and affiliated com- 
panies, 1917, 



Company. 



Armour &Co 

Pittsburgh Provision & Packing Co. (Armour 

Allerton interests) 

Cudahy Packing Co 

Morris & Co 

Swift & Co.: 

Libby, McNeill & Libby 

Swift Refrigerator Transportation Co . , 

Union Meat Co 

Wilson & Co., Inc.: 

T. M. Sinclair & Co. (Ltd.) 

Wilson Car Lines 

Total 



Number of 
cars owned 
and oper- 
ated; - 



» 4,751 

41 

1,405 

>2,423 

60 

4 6,306 

4 

132 
•1,477 



16,599 



Total car- 
miles. 



131,887,153 

211,544 
42,792,959 
64,476,785 

586,076 

149,905,878 

3,744 

2,352,453 
36,883,372 



429,099,964 



Average 
number of 
days each 
car was in 

actual 
(^oration. 



S340 

3260 

292 

2340 

825 
809 
183 

3 340 
292 



320 



Average 

miles per 

carper 

day. 



8L6 

19.8 

104.3 

78.3 

30.1 
76.9 
•5.1 

52.4 

85.5 



80.8 



1 Owned 4,944 cars, 193 of which were leased to the Erie R. R. 

« Estimated. 

« Average in service, number at end of year, 2,590. 

* Owned 6,316 cars, 10 of which were in local yard service. 
» In special local service. 

• Owned 1,562 cars, of which 85 were leased to T. M. Sinclair & Co. (Ltd.). 

Stability of movement is here the noticeable feature. The 18,052 
cars operated in 1914 made an average of 80.3 miles per car per day, 
while the 16,599 cars in 1917 averaged 80.8 miles. As will be seen 
later by comparison, 80 miles per day throughout the year represents 
a very good movement for refrigerator cars even in normal times, yet 
this rate was maintained by the packers during 1917, a period when 
a very large volume of freight tonnage was handled under trying 
circumstances. Terminals were congested and the unloading of cars 
was therefore delayed. Embargoes and constantly changing priority 
orders, a shortage of steel, coal, and other materials, and severe 
storms and cold weather added to the railroads' difficulties in handliog 
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the bH8mBBS:t)ffered to them. - In the face of all these difficulties the 
big packers' cars were operated in the usual efficient manner. 

The average miles per day for the oars operated by the big packers 
themselves (mring 1917 ranged from 76.9 miles for the Swift Kefrigera- 
tor Transportation Co. to 104.3 miles f or^ The Cudahy Packing Co, 
The very high rate for the Cudahy cars is in part due to the fact 
that this company considers that its cars are in actual service only 
292 days a vear, while the other large companies, with the exception 
of Wilson & Co., Inc., consider that their cars operate 309 to 340 
days per year. As a matter of fact, Armour & Co., Morris & Co., 
and T. m. Sinclair & Co. (Ltd.) reported to the commission that 
their cars were in operation 365 davs a year. Such a record would 
be impossible even if the equipment were new. The cars are neces- 
sarily in the repair shops a part of the time and it is thought that 
the estimate of 340 days of service during the year is very liberal. 
It is impossible to secure accurate figures on the number of days per 
year a car is in service, for few of the companies keep a record of 
the number of days each car is in the shops for repairs. 

The cars of the small packing companies affihated with the big 
packers make less mileage than mose of the parent companies. The 
Union Meat Co., of North Portland, Oreg., shows only 5.1 miles per 
day for its cars. These cars are used in a very short local run. The 
cars of the Pittsburgh Provision & Packing Co. make 19.8 miles 

Eer day* libby, McNeill & libby, 30.1 miles ; and T. M. Sinclair & 
o. (Ltd.), 52.4 miles. 



INDEPENDENT PACKING COMPANIES. 

Tables 15 and 16 show the operating results of the cars owned by 
the independent packing companies for the years 1914 and 1917. 

•Tablb 15. — Operation of refrigerator cars owned by independent packing companies, 1914* 



CompaDy. 



Arbonst & BagtUn Co. 

BeecH-Nut Packing Co « 

Carstens Packing Co 

Cincinnati Abattoir Co 

Cleveland Provision Co 

Consolidated Dressed Beef Co 

Cudahy Bros. (Milwaukee) 

Jacob Dold Packing Co 

Evans ville Packing Co 

Wm. Focke's Son«» Co 

Frye&Co 

H. J. Heinz Co.*. 

Houston Packing Co 

Independent Packing Co. (Gliicago) , 

Indianapolis^ Abattoir Co 

Kingan & Co. (Ltd.) 

JolinMorreU& Co , 

St. Louis Independent Packing Co.. 

F. Scfaenk <Sc Sobs Co 

Terry Packing Co 

Western Pacldng <& Provision Co.... 



Number of 
cars owned 

and 
operated. 



3 

5 

3 

83 

93 

10 

244 

213 

10 

3 

15 

52 

24 

100 

«71 

461 

201 

ISO 

5 

10 

10 



TotaL. 



1,766 





Average 




number of 


Total car 


days each 


miles. 


car was 




in actual 




operation. 






98,417 


•340 


26,016 


312 


1,586,450 


289 


981,546 


321 


41,381 


S340 


4,713,038 


268 


4,486,406 


313 


126,344 


•292 


113,955 


287, 


810,043 


345 


390,405 


345 


1,920,964 


192 


1,457,062 


330 


10,660,691 


S340 


6,839,166 


300 


4,115,130 


•340 


66,676 


>340 


167, 86S 


•340 


38,601,555 


305 



miles per 

carper 

day. 



1 No flgares-avaMUe. 
> Not slaughterers. 
• Estimated. 



(0 



(0 



57.9 
27.8 
66.1 
32.0 
12.2 
72.1 
67.3 
43.3 

26.5 
45.2 
47.2 

100.1 
62.2 
68.0 

113.4 
80.7 



(0 



19.6 
49.4 



72.1 



* Company. owned 104 cars, 33 of which were operated separately and no statistics of operation were 
fomishea. 
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Tabxb 1G. — Opemtion {^r^rigtrator ccars owned by irudependent packii^ 4}ompaaa£&, 1917* 



Com^A&y. 



Arbogast & Bastian Co 

B«6eh-Nnt Pacjkte Cois 

Gaistens PacJds^ Co ^ 

Cindimati Abattair Co 

Clo'^Kelania Prcmaiaa Co. 

Consolidated Dressed Beef Co 

Qnda^y Rros. <liiiw»BJk!8e) 

Jaoob £. Decker & ik)ns , 

Jacob Dold Pacfcing-Co 

EszaxisTilie PaddBg Co 

Wm. Focke's Sons Co 

JVyeAGo 

H. J- H«B« Co.2 ., 

Htmston Packing Co 

IndepcEtd^it Paekisjg Oo 

kidiaxiapolis Abattoir Co 

lQagan&Co.<DUi.) 

Jobn Morrell & Co 

St. Louis Independent Packing Co . 

F.Sj^wnk A SousOd 

Wcfiiern Packing & Provision Co... 



l^ottaL. 



Ntaabercrf 
and 



3 

5 

Z 

100 

72 

5 

240 

15 

257 

« 

3 

15 
52 
20 
99 

547 

219 

150 

S 

10 



1^«91 



1V>talear 
miles. 



«2,404 

26,016 

1,666-975 

fiS8,273 



8,546,759 = 
40,567 

3,391,552 
98,.550 



82,656 
«0!l^8S7 
216,318 
1,715^11© 
1,755,000 
6,699,696 
£^232,348 
2,928^120 



219,440 



31,661,907 



Avera^ 

4a7B>eaGb 
car was 

operation. 



Average 



«3«0 
312 
282 
3S1 



281 
'1 66 
313 



845 

B45 
230 
330 

•346 
306 

■340 



1340 



312 



carper 
(day. 



Q) 



0) 



<0 



(1) 



54.4 
27,8 
59.1 
2a.5 

52.6 

42.2 
S6.3 

20.6 
33.7 
3L4 

ca.3 

8L8 
51.9 
79.6 
57.4 

64^5 



54.5 



1 No fie;tiresB-v:allabJe. 

** N«tidaiagl]etecer&. 

• EsOiBBled. 

^ Began operaifion Nov. 1, 1917. 

ft Owned 109 ears, 44 of which were operated separately and no operating sdadisties iume JieenlHcnasbeiL 

The cars of these {XHSzpanieB moire mucb m^^e slowly than the 
cars of the large packers. The cars owned by the Big Five m&ke 
appro^dmateiy S^ miles per dayj the independent packing companies' 
cai-s made 72.1 miles po* day in 1914 and but 54.5 miles in 1917. 
This difference is ^i^comited tox in part bj the f a^ that ihd ptick^^' 
cars have on the average a longer run than the cars of the small 
companies. The movements of the Big Five packers' cars are also 
traced by traffic experts, it eaa not be concluded, however, that 
these are tbe iMily reasons for the better showing. It may be seen 
by reference to the foregoing tables that 1,801 of the 1,891 cars 
operated by the indepenaent paddng companies in 1917 were cars 
of comparatively large companies which ship their products eonsid- 
erftble (fiistances and employ competent men to trace them.. Even 
the cars of these (companies do not m^ke as good a showing «s the 
ears of the Big Five packers. The better operating results of the 
latter' s cars is probably in part due to their cooperation with and 
influence upon the railroads in the handling of tneir equipm^it. 

The effect of blockades of traffic in the year 1917 is clearly ^own 
in the taMes on operation of the independent packing companies' 
caiB, whidb. averaged 72.1 miles per day in 1914 and odiy 54.5 miles 
in 1917. As previously stated the packers' cars maintained an 
average <rf a little more than 80 miles per day in both of tiioise years. 
This snowing gains emphasis from the fact that a large part of the 
packers' shipments ai^ in trunk line territory in whi<3i the conges- 
ticm of traffic was the greatest in the year 1917. Indepenaent 
packing companies operating in the same territory suffered consider- 
ably from delays in their snipments. Cudahy Bros, of Miiwaolcee, 
and the Independent Packing Co., of Chicago, are examples. The 
cars of the former company made 72.1 miles per day in 1914 and 
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Imt 52.6 Biiies in 1917; tbe laiter company's cars diowed aa average 
of VQQ.l miles in 1914 aad only 69.3 miles in 1917. Kingan & Qq. 
(Ijbd.)^ ^i^p^ating some l»47 ears in 1917, was able to maintain a,n 
aTarage of only 51.9 miles per car per day, as compared to 68 miles 
Mr day in 1914. The 213 casB operated by tbe Jacob Dold Packing 
€b« made 67.3 miles per day in 1914 and tdieir 257 cars made bnt 
42.2 miles ia 1917, in spite of tiie addition of 50 new cars whiek 
^osald cMrdinariiy .show a greater movement than the old. Other 
ii^tanees i»ded not be cited. The poorer showing of the indeiwndent 
paddng compamfls for the year 1917 is eyident. 

The argument may be adisnanced that the packeis' efikaency of 
oigamBa^ion was responsible for the good showing in the operation 
of their cars in 1917 m sfiite of the transportation iiifiiculties of that 
year^ The Brgnment ha^ Bome weight and will not be denied. It 
IS jubo undoubtedly true, however, that the packers had tl^ <M»oper- 
a4ion of the traffic mani^^rs of the railroads to secure for them the 
best possibb service At tEai, time. 

INDSPEKDfiNT FSIVATE CAB 'OOBCPAKIES. 

Tables 17 and 18 diow the operating results of the refrigerator 
COTS owned by iadependent private car companies in 1914 and 1917. 

Table 17. — Operation of refrigerator cars owned by independent private car compames, 



CQmpany. 



Anchor Car Co 

Atlairtk; Seaboard Boapat<^ Co 

Ifilwaukee Refri^rator Transit .& Car Co.. 

Mather Railway Equipment Co — 

HisGouri River Despatch - 

TTnion Refrisrerator Transit Co 

W eatem Heater Despatch Co . - 

Total 



frBIBOer 

of cars 
onued. 



4 

945 
851 
559 
2,615 
882 



Number 

of cars for 

whtdi 

operating 

statistics 

have been 

furnished. 



4 
359 
540 
303 
559 
2,^15 
None. 



Total car 
miles. 



89,636 
8,259,813 

14,-317,615 
6,720,638 
8,670,438 

61,459,271 



5,754 



4,380 



99,517,401 



Average 
number of 
days each 
car was in 

actual 
qperatior. 



300 

1340 

1^40 

S44 

345 

^340 



341 



Average 

miles 

per car 

per day. 



74.7 
§7.7 
78,0 
64.5 

45.0 

m.i 



66.6 



1 Estimated. 



TABiiE 18. — Operation of refrigerator cars owned by independent private car companies ^ 

1917, 



Company. 



Anolior Car Ce 

Atlantic Seaboard Despatch Co. . . 
Federal Refrigecator Despatch Co 
Harsh Refrigerator Service C0.2... 
Ifaiaier Railway Equipment Go. . 

ICd-West Despatch Car Cd 

BBttouri Riirar Despatch 

ITniaaunefri^erator Transit Co. . . . 
Weiteni Heater Despatch Co 

Total 



Number 
of cars 
owned. 



4 
310 
25 
901 
843 
226 
583 
8,007 
379 



6,278 



Number 
of cars for 

which 

operating 

statistics 

have been 

fui '"hed. 



4 

308 

25 

630 

295 

125 

583 

3,j007 

NcMie. 



4,977 



Total car 
mUfis. 



60.226 

4,732,834 

488,819 

12,671,727 

5^,516,525 

2,518,309 

10,897,895 

72,573,343 



109,468,678 



Average 
number of 
days each 
■car was in 

actual 
operation. 



300 

1340 

272 

1340 

342 

819 

345 

1340 



339 



Average 

miles 

per car 

per day. 



57.7 
45.2 
71.9 
59.2 
54.7 
63.2 
54.2 
71.0 



64.9 



i Estinkatad. 



s Formerly Milwaukee Refrigerator Transit & Car Co. 
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Here again it is evident that the cars of these companies made 
fewer miles per day than the cars of the big packers. The tables 
show that their cars made but 66.6 miles per aay in 1914 and 64.9 
miles in 1917, as compared with the 80-mile average of the Big 
Five packers. The effect of the transportation difficulties of the 
year 1917 is only slightly noticeable in the statistics for all com- 
panies combined but it is clearly apparent in the figures of some of 
the companies. The cars of the Anchor Car Co. made 74.7 miles 
per day m 1914 and but 57.7 miles in 1917; the Atlantic Seaboard 
Despatch, 67.7 miles in 1914 and 45.2 in 1917; the Marsh Refrig- 
erator Service Co., 78 miles in 1914 and 69.2 in 1917; the Mather 
Railway Equipment Co., 64.5 in 1914 and 54.7 in 1917. The Missouri 
River Despatch and the Union Refrigerator Transit Co. showed 
better results in 1917 than in 1914. The Union Refrigerator Transit 
cars operate largely on western and southern roads. Only a com- 
paratively small percentage of their movement is in trunk line 
territory, where the* congestion was the greatest, and it is therefore 
not to be expected that they should be materially affected. The 
Federal and Mid West companies, not included in 1914 statistics, 
averaged 71.9 miles and 63.2 miles, respectively, in 1917. 

Tables 19 and 20 show the operating results of the cars owned by 
private car companies, the capital stock of which is owned by rail- 
roads. 

Table 19. — Operation of refrigerator cars owned by private car companies under railroad 

control^ 1914' 



Company. 



' ' I ' " '  ,.  

American Refrigerator Transit Co 

Chicago. New York & Boston Refrigerator Co 

Frisco Refrigerator Line 

Pacific Fruit Express Co 

Santa Fe Refrigerator Despatch Co 

Total 







Average 


Number of 




number of 


cars owned 


Total car- 


days each 


and 


miles. 


car was in 


operated. 




actual 


• 




(^ration. 


5,577 


77,710,917 


1340 


817 


14,962,933 


332 


2,500 


31,259,182 


»340 


12,977 


327,823,043 


1340 


8,050 


184,096,306 


343 


30,821 


635,852,381 


341 



Average 

miles per 

carper 

day. 



41.0 

55.2 
36.« 
74.3 
60.0 



60.5 



1 Estimated. 



Table 20. — Operation of refrigerator cars owned by private car companies under railroad 

control^ 1917. 



Company. 



American Refrigerator Transit Co 

Chicago. New York & Boston Refrigerator Co . 

Frisco Refrigerator Line 

Pacific Fruit Express Co 

Santa Fe Refrigerator Despatch Co 

Total '. '. 







Average 


Number of 




number of 


cars owne<i 


Total car- 


days each 


and 


miles. 


car was in 


operated, 


 


actual 
operation. 


5,667 


91,201,435 


1340 


776 


14,349,705 


1340 


2,500 


29,100,780 


1340 


13,883 


396,301,574 


341 


9,311 


251,140,890 


346 


32, 137 


782,094,384 


342 



Average 

miles per 

oari>ar 

day. 



47.3 
54.4 
34.2 
83.5 
78.0 



71.2 



1 Estimated. 
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These cars of railroad-owned companies, enjoying, as they un- 
doubtedly do, every possible eflSdency of operation, do not move as 
fast as the packers cars. This is accounted for in part by the fact 
that these cars have a greater loaded movement and a corresponding^ 
less empty movement than the packers' cars. Cars which are loaded 
for the return movement are somewhat delaved and they can not 
make so high a daily mileage as the cars of the packers, which are 
usually returned empty immediately after being unloaded. 

The cars of these companies maae a greater mileage per dav in 
1917 than in 1914. This is not as would be expected m view of the 
. congestion of traffic during the year 1917. The railroads evidently 
were pushing the movement of the cars of their affiliated companies 
during 1917. ^ It was to the interest of the raih^ads to get the freight 
moved as quickly as possible to relieve their lines of congestion; it 
was to the interest ot their affiliated companies to have their cars 
move as rapidly as possible and thus earn a greater return on invest- 
ment by collection of more mileage from the carriers over whose lines 
they were operated. These companies could probably not have 
shown such good results in 1917, however, if it were not for the fact 
that a large part of their traffic is in western territory where there 
was comparatively little congestion. These companies are owned 
for the most part by western railroads. The Frisco Refrigerator 
Line is owned by the St. Louis-San Francisco Railway; the pacific 
Fruit Express is owned jointly by the Union Pacific and the Southern 
Pacific; The Santa Fe Refrigerator Despatch Co. by the Atchison, 
Topeka & Santa Fe; and the American Refrigerator Transit Co. 
jointly by the Missouri Pacific and the Wabash. The Chicago, New 
York & Boston Refrigerator Co. is owned by the Grand Trunk and 
is the only one of these companies owned by an eastern road. Almost 
all the business of these companies originates in the West and South- 
west and is destined to central and eastern markets. The greater 
part of the haul is west of the Mississippi and the congestion in 1917 
was for the most part east of the Mississippi. These companies, 
therefore, were not greatly disturbed and by increasing their efforts 
they were able to secure a faster movement for the year 1917 than 
for 1914. 

Two conclusions may be drawn from the study of the operating 
results of the refrigerator cars of the Big Five packers as compared 
with those of other companies: First, that the packers' cars make 
more miles per day over a period of years than the cars of any other 
class of company; second, that the packers' cars maintain their 
excellent showing even during periods of unusual congestion of 
traffic, while other companies, with the exception of railroad-owned 
companies, suffer greatly at such times from the slow movement of 
their cars. 

OPERATION OF STOCK GABS. 

The stock cars owned by the car companies of Swift & Co* and of 
Wilson & Co., Inc., show a rapid movement in comparison with the 
cars of other companies. Tables 21 and 22 show the number of 
stock cars owned and operated by these packers, as well as by 
Mixarm & Co., the total-^sar-zuiks, tlie average nmuber of cUj^d & gslt 
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is in actual operAtion^ ^nd the average number ^f .mUes per ^car per 
day for the years 1914 and 1917, 

Table 21. — Operation of stock cars ownedhy Morris & Co, andSii^ift & Co. and affiliated 

companieSy 1914- 



 

CMapaay. ^ 


Nnmbor 
■ofoas 

owned and 
spnated. 


Totelear 
miles. 


Average 
nnrabflr^r 
dafs^aoh 
car was In 

aotsial 
<^>eration. 


Average 

miles 

per car 

p«rday; 


Morris & Co , 


U73 


1,914,230 

30,712,653 

4,701,980 

1«, 742, 175 


2 340 

286 
23(0 
S45 


32.5 


Swift <fe Co.: 


913 


117.6 


Swift Live Stock Transportation CJo 


108.7 


Wasttra l«lve Stock ExnressCk)... «•-,. 


W.4 






Total .-, 


2,092 


56,071,018 


S» 


^.7 







1 Average in operation. 

2 Estimated. 

> Includes 100 cars leased from the Hatiier Horse & Stock Car Co. 

Tabids 22. — Operation of Hock ears ovmed by Swift iSc Co. and Wil»<m Car Lines and 

affiliated companies^ 1917, 



Oompaaiy. 



Swift & Co.: 

National Manufacturing Co 

Swift Live Stoc^ Transportation Co. 
Wilson Car Lines..'- 



Total. 



Number 
of cars 

owned and 
operated. 



1 1,506 
1^ 
280 



3 1,895^ 



Total«ar 
miloB. 



34,«82,2« 
2, £7^, 457 
6,663,-598 



43,921,297 



Av«i»«e 
number of 

car was ia 

■actual 
•^ecatioD. 



320 
31t) 

292 



.315. 



Average 

miles 

per ear 

per day. 



72.0 
7».2 
81.5 



33.6 



1 Average in service, including for full year the 684 cars taken over from the Western Live Stock Ex- 
press Co. , July 1 , 1917, 

2 In addition to these car^ Morris & Co. had 10 cars in service part of the year. 

It may be noted tbat the packers' cars made an avenge of 86.7 
miles per day in 1914 and 73.6 miles in 1917. As will be seen later by 
comparison, this is an extremely good showing for stock cars. TRie 
cars of Morris^ & Co. show a very low mileage in 1914, only 32.5 miles 
per day. This is probably due to the fact that the oars were being 
withdrawn from service at that time. The withdrawal was com- 
pleted in 1917. Morris & Co. operates no stock cars of its own at the 
present time. The cars of the Swift stock-car companies made a very 
good record for the year 1914; the National Manufacturing Oo. cars 
averaged 117.6 miles per day; the Swift Live Stock Transportation 
Co., 108.7 miles • and the Western Live Stock Express Co., 66.4 mfles. 
The National Manufacturing Co. shows but 72 miles per day in 1917. 
This comparatively poor showing is in part accounted for by the 
absorption of the Western Live Stock Express Co.'s cars on Jmy 1, 
1917. It may be noted from the 1914 figures that these cars had a 
slower movement in that year than the equipment of the National 
Manufacturing Co., and it isiair to assume that this afeo held true for 
the year 1917. The Swift Live Stock Transportation Co.'s oar& ma^ 
but 76.2 miles per day in 1917 as compared to 108.7 in 1914. 
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Wilson & Co., Inc.y haa b«ea using ita own stock cars for the past 
two years. These cars made 81.5 miles per day in 1917, a better 
record than the oars of the Swift companies. 

Tables 23 and 24 show the operating results of stock cars owned by 
independent private car companiesv 

Table 23. — Operation of stock cars oumed by independent private car companies, 1914. 



Company. 



Number 
of cars 
ownsd. 



Doud Stocfe Car €o 

MfliCber Herse^ 6 Stock Oir Cov 
The Streets Co 



Total. 



1,4L3 

8,971 
5,832 



16,Jn 



Number o£ 

cars for 

which 

operating 

statistics 

have been 

furnished. 



b20 
1,144 
3,003 



4yM7' 



Total car 
miles. 



5,323,237 
12,610,484 
24,185,163 



42,118,884 



JLTGcage 

number of 

(iayseaeti 

car was 

in actual 

operation. 



1340 

343 

i»40 



341 



Average 

miles 

per car 

per day. 



30.1 
32.1 
23.7 



26.5 



1 Estimated. 



Table 24. — Operation of stods ears owaed by independent private car companies^ 1917^ 



CMiQMmy. 

• 


Number 
of cars 
owned. 


Nombef of 

cars far 

which 

opoaling 

statistics 

have been 

furnished. 


Total car 
miles. 


Average 

• oBmberol 

cteyseoch 

ear WW 

in actual 


Averafl^ 

Bdlee 

per car 

peidAjT. 


Doud Stock Car Co 


733 

113 

8,217 

4,ffll 


448 

None. 

199 

584 


4,455,848 


»340 


29.3 


Le Ray Despatch Line (Inc.) 




Mather Horse & Stock Car Co 

Tl» Streets Co. ^ 


l,90a,.388 
3,114,752 


329 
1340 


3^1 
. 15.7 






Total 


13,554 


1,231 


9,415,888 


I 338 


22.8 



1 Esthsated. 



These cars make a much poorer showing than those d the packers, 
onlj 26.5 miles per dar in 1914 as compared with 80.7 miles for 
the packers ; and 22.8 miles in 1917 as compared with 73.6^ the ayerage 
for the packers' cars. The better showing of the packers is not due 
to a superior operating department* These independent car com- 
panies have been operating stock cars for many years, and it is unfair 
to assume that tbeif exp^ience has not taught them all available 
n^ethods of furtlierin^ the movem^it c^ their cars* The better 
resiilts to thejpftck^^ is due in pcbrt to the longi^ trips made by their 
cars. The tcmiieDee of those companies^ on the railroacte also probably 
hdiiKs to secure for their ears a raster movemait. 

The cars owned by the Arms Palace Horse Car Oa. have not been 
included in this table. Their equipment is used principally in the 
transportation of horses and thoroughbred live stock. It is not 
used, to any extent, in the shipment of ordinary stock to market. 
Furthermore, a part of this company's equipment is used in pas- 
seiiger service, wnile the cars of the other companies are all used in 
freight traffic. The operating results of this company are, therefore, 
not comparable. 



100 



BEPWnr ON PRIVATE CAR LINES. 



LOADED AND EMPTY MILEAGE. 

As previously stated, the packers' cars are usually returned empty 
to the packing plant after being unloaded at destination. Table 25 
shows the percentage of loaded and empty movement of the cars of 
some of the Big Five packers. The movement is given for certain 
representative roads in various sections of the country. It is impos- 
sible to give a complete tabulation of the loaded and empty mileage 
over all me railroads, since some of them do not report separately the 
loaded and empty movement. 

Table 25. — Percentage of loaded and empty mileage^ 1917. 



Railroad. 



Pennsylvania R. R 

Pennsylvania Lines 

New York Central 

New York, Chicago & St. Louis 

Wabash Railway 

Louisville & Nashville i 

Atlantic Coast Line 

Atchison, Topeka & Santa Fe. . 
Chicago, Rock Island & Pacific. 

Chicago & North Western ^ 

Chicago, Burlington & Quincy . 
Chicago, Milwaukee & St. Paul. 



Armour & Co.* 



Loaded. 



Percent. 
50.94 
50.45 
50.40 
51.38 
46.48 
55.69 
59.26 
50.58 
47.91 
48.61 
55.09 
50.06 



Empty. 



Per cent. 
49.06 
49.55 
49.60 
48.62 
53.52 
44.31 
40.74 
49.42 
52.09 
51.39 
44.91 
49.94 



Swift Live Stock 
Transportation Co. 



Loaded. 



Per cent. 
51.77 
47.71 
51.89 
53.60 
56.27 
53.91 
63.17 
86.39 
48.70 
52.78 
55.58 
48.07 



Empty. 



Percent. 
48.23 
52.29 
48.11 
46.40 
43.73 
46.09 
46.83 
13.61 
51.30 
47.22 
44.42 
51.93 



Swift Rebicrerator 
Transportation Co.^ 



Loaded. 



Percent. 
49.93 
50.98 
51.58 
50.31 
54.42 
56.53 
51.43 
52.43 
55.85 
52.26 
53.84 
50.58 



Empty. 



Percent. 
50.07 
.49.02 
48.42 
49.60 
45.58 
43.47 
48.57 
47.57 
44.15 
47.74 
46.16 
49.42 



1 Refrigerator cars only. 

It is evident that the packers' cars are generally returned empty. 
The table shows that in some cases the empty movement slightly 
exceeds the loaded. For the most part the loaded mileage is from 
50 to 55 per cent of the total. In only one instance does the loaded 
mileage amount to more than 60 per cent. That was for the stock 
cars of the Swift Live Stock Transportation Co. over the Atchison, 
Topeka & Santa Fe. The total movement over this line was only 
404 miles and the example is so insignificant that it need not be 
considered. 

RATES OF MILEAGE. 

It has already been shown that, previous to October 1, 1917,^ the 
western carriers allowed as a general rule 1 cent per mile on refriger- 
ator carsprivately owned and the eastern railroads three-fourths cent* 
The Big Five packers had a larger movement in western territory than 
most independents and therefore had more mileage at the 1 -cent rate. 
Tables 26 and 27 show the percentage of the mileage of certain of the 
Big Five packers and certain independents at the various rates per 
car-mile. 
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Table 26l. — Mileage rates — Percentage of total car^miles at the various rates of mileage- 
Big Five packers' refrigerator carSy 1917, 



Company. 



Armour^ C5o 

Cudahy Packing Co , 

Morris & Co 

Swift Refrigerator Transportation Co 

Total 



Atl cent 
per mile. 



Per cent. 
53.3 
61.5 
53.9 
56.2 



55.5 



At f cent 
per mile. 



Per cent, 
46.4 
38.4 
46.0 
43.3 



44.2 



At ^ cent 
per mile. 



.3 



Total. 



Per cent. 


PerceTit, 


0.3 


100.0 


.1 


100.0 


.1 


100.0 


.5 


100. 



100.0 



Table 27. — Mileage rates — Percentage of total car-miles at the various rates of mileage- 
Independent packing companies* refrigerator cars, 1917, 



Company. 



Cudahy Bros. (Milwaukee) 

Kingan & Co. (Ltd.) 

John Morrell & Co 

Cincinnati Abattoir Co 

Independent Packing Co. . 

Total 



At 1 cent 
per mile. 


At f cent 
per mile. 


AtyVcsnt 
per mile. 


Per cent. 
62.6 
29.3 
61.5 
21.9 
33.9 


Per cent. 
37.2 
69.0 
48.5 
78.1 
65.8 


Per cent. 
0.2 
1.7 




.3 


39.8 


59.4 


.8 



Total. 



Per cent. 
100.0 
100.0 
100.0 
100.0 
100.0 



100.0 



• Over 55 per cent of the Big Five packers' mileage was at the higher 
rate, 1 cent per mile, in 1917, while less than 40 per cent of the mile- 
age of the representative independent packing companies was at this 
rate. In earlier years the difference was even greater. It is not 
contended that the railroads so adjusted their mileage rates that the 
Big Five packers would get the highest rates. Attention is caUed to 
the fact sunply that the packers did get the largest return; that they 
received a higher rate per mile, on the average, than the independent 
companies. They therefore had a slight competitive advantage in 
this respect. At the present time there is, of com^e, no such com- 
parison, for a practically universal rate of 1 cent per mile on refrig- 
erator cars was estabUshed on October 1, 1917. 

CONCLUSIONS. 

It is evident from the statistics presented in this chapter that the 
Big Five packers get more out oi the use of their cars than their 
competitors. Their cars travel faster than the cars of the small 
companies and therefore earn greater revenue and perform better 
service for their owners. Their cars are usually returned to the 
packing plant empty immediately after completing a trip. The cars 
oi the small packers are also supposed to be returned home empty, or 
at least should not be loaded in a direction away from home, but 
evidence shows that this rule is often not adhered to, and the small 
packers often suffer considerable delay in the return of their equip- 
ment. The figures on rates of mileage received by packing companies 
show that the large packers have received, until quite recently, a 
larger average return per mile than their competitors. In short, the 
ownership of transportation facilities by the shipper has resulted in 
advantages to the large packers to the detriment of the small 
companies. 



CHAPTER 3. 

FINANCIAL RESULTS OF OPERATION. 

INTRO0OCTION AND SUMMARY. 

A survey has been made of the financial results from the ^>e(ra1ion 
of private ear lines owned by the Big Five pack«« for the fiscal years 
1912 to 1917, inclusive, and tiiis chapter is deroted to a discussion of 
the results as reported by these eompanies. It has been found that 
the Biff Five packers— Armour & Co., Swift & Co., Morris & Co., 
the Cuaahy Packing Co., and Wilson & Co., Inc. — exert a predom- 
inant influence over the operation of a certain type of the refngerator 
cars used in the meat mdustry. Of the "bnne-tank refrigerator 
cars'* adapted to the shipment of fresh beef and carcass meats, 
these five comxxanies, as shown in detail elsewhere, owned and oper- 
ated in 1917 directly or tteough subsidiary and affiliated companies 
91.6 per cent. The independent packing companies owned and oper- 
ated only 6.8 per cent of such cars, while a few other private car 
con^anies owned and operated 1.6 per cent. Of all the 'brine-tank 
refrigerator cars'' owned and operated by the packing companies^ of 
the cotmtry, the Big Five packers owned and operated 93.1 per cent, 
as against 6.9 per cent owned and operated by the independent 
packers. Some attention has been given in the latter part of this 
chapter to the financial results reported by some of the more im- 
portant independent packing companies which own and operate 
private cars. 

The data presented in this chapter relating to the financial results 
from the operation of private car lines owTied by thepacking companies 
is based almost entirely upon reports submitted oy the companies, 
and no attempt has been made to verify the accuracy of the retxums 
through an investigation of the books and records of the various 
companies, except in a few instances, A study of the reports as 
rendered reveals that considerable variance exists in the accounting 
procedure followed by the different companies in determining the 
profits or losses shown, and therefore no final conclusion has been 
reached as to the actual rates ci profit realized. There are several 
reasons for this and the more important ones will be outlined below. 

On the basis of corrections which the Commission has made to the 
figures reported by the various companies and which will be shown 
wnen each company is separately discussed, it appears that an 
average profit of 6.8 per cent on the investment was made in 1912 
by the private car Imes operated by the Kg Five packers. In 
1914 the average rate was 3.8 per cent and in 1917 4.6 per cent. 
For the six years the average rate for all the car lines of the Big Five 
packers was 5 per cent. Tne earnings of their refrigerator car lines 
during the six years averaged 4*8 per cent, and those of their stock 
car lines, 11.9 per cent. 

In each of these years the rate as determined necessarily sncludeB 
profits from the refrigeration service operated prior to 1915 by the 
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ArmoTir Car Lines and since that time by ihe Fruit Growers' Express 
Inc., because the data at hand did not warrant an attempt to segre- 
gate the results of the refrigeration service from the combmed results 
reported by these compares. The results from the operation of 
the Libby, "McNeill & Libby cars and of T. M. Sinclair & Co. (Ltd.) 
have not been considered, lor the reason that no balance sheet was 
submitted by either of these companies, hence the investment could 
not be determined. These rates of profit are believed to represent 
minimum rates, and it is probable that a thorough audit of all of the 
companies' accounts would materially change the rates. 

It is^ to be noted that the profits realized by the packer refrigerator 
car Knes were made under the three-quarter cent mileage rate almost 
universally in effect up to October, 1917, since which date the mileage 
rates have been higher as explained on page 44. 

THE EFFECT OF COMPANIES' ACOOimTING PBOCEDtTRE ON FINANCIAL 

RESULTS. 

» 

Property values. — The values of car ecjuipment reported by the 
various companies apparently represent in some cases the original 
cost of the equipment less depreciation; while in other cases they are 
vdues after adaitions to cost have been made through reappraisals. 
It win be jMMnted out later that not only do the rates of depreciation 
vary considerably as between companies, but the basis on which the 
rates of depreciation have been applied over a long period of years 
has apparently been on the original cost of the equipment in some 
cases and on appraisal values in other cases. The value reported for 
car equipment, which represents usuaUy over 75 per cent of the total 
investment of the various companies, plays an important part there- 
fore when any attempt is made to measure the profitableness of 
operation by applying the net income to the iavestment as stated. 
Deductions "nave been made for the additional values added to cost 
of equipment due to appraisals where it was known appraisals had 
been made, and these deductions v^iil be pointed out when the 
particular companies are discussed. 

Capital rcot employed. — Some of the companies apparently have 
more money than can be used ia the ordinary operations of their 
business of operating private cars. In several cases this money is 
loaned to the parent company by the operating companies, and the 
interest received on the loans is mcludea as income from operations. 
In order that the profitableness of operating the car lines might be 
judged more satisfactorily the Commission has found it necessary 
to make adjustments by reducing the assets of those companies 
which loaned funds not needed in the operation of their busmess, 
and by eliminating the interest received and included as income. 
These deductions will be indicated in detail later. 

Repairs and maintenance. — ^The reported charges for repairs and 
maintenance of car equipment, which usually amoimt to about 60 per 
cent of the operating expense, vary aU the way from $66.67 per car to 
$186.76 per car as between companies for one year. It is true that vari- 
ations may be expected in the repair and maintenance charges as 
between companies according to the age of the equipment used, the 
policy pursued by a company with regard to the upkeep of its equip- 
m^it, etc., but in many cases it is due to the difference in the account- 
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ing methods pursued by the company in the grouping of its expense 
accounts or of charging items to expense which anoth^ eompany 
would consider as capital charges. The results from operation as 
finally stated will be seriously affected in a given year according to 
the policy followed by a company in these matters. No adjustments 
to the figures of any company have been made for this item, because 
data were not readily available to establish either the legitimacy or 
ilhgitimacy of the charges reported. 

Depreciation charges. — Charges for depreciation made by these 
companies vary all the way from 3 per cent on original cost to 9 per 
cent on appraised values of car equipment. In view of the fact that 
the investment in car equipment alone usually represents over 75 per 
cent of the total investment of each company, and the depreciation 
charges in many cases approximately 30 per cent of the operating 
expense, it is evident that such variations m the rate used in figuring 
depreciation charges and the different basis on which the rates are 
applied have a very important bearing on the profits shown. Com- 
parison of the results from operation as shown between companies 
therefore is of little value in determining their relative efficiency or 
profitableness of operation. 

Interest charges. — Most of the companies included interest as an 
operating charge. In attempting to judge the profitableness of oper- 
ation on the basis of the investment lii the business it was necessary 
to eliminate these interest charges. 

Federal taxes. — ^Most of the companies also followed the practice 
of charging Federal income taxes to operating expense. Since these 
charges represent a tax on net income and therefore have no place in 
the expenses of operation, adjustments have been made for such 
charges known to have been made by the individual companies. 

POSSIBLE BASES FOB DETERMINING BATES OF PROFIT. 

Several methods may be employed for measuring the profitableness 
of a given business. Looking 'at the business as a wnole and not 
merely at the owner^s interest in it the total investment may be used. 
In this case the total money employed, regardless of whether sub- 
scribed by stockholders, accumulated from earnings, borrowed from 
banks, or bondholders, becomes the basis. This is usually repre- 
sentee! by. the total assets of a company after first deductixig all 
current liabilities in the form of accounts payable or accrued items 
which are immediately due and payable, and which are not interest- 
bearing obligations of the company. There must also, be deducted 
such money as has been applied in the purchase of outside invest- 
ments, etc. Intercompany accounts representing money advanced or 
loaned by the company uhder consideration to lither a parent com- 
panv, a subsidiary or an affiliated company, should be deducted, and 
finally any known overvaluations of assets should.be excluded. 

The resulting figure would be the total investment necessary to con- 
duct a business oi that size. The income which should be related to 
investment calculated on this basis would be before making any 
charges for any interest either on bonds or loans, or any provision for 
Federal taxes. Any income received by the company from any of the 
excluded items mientioned above would also be excluded in deter- 
mining the net income from operating the business. 
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Another method may be employed when the corporation as a legal 
entity is to be considered. In sucn a case the money actually invested 
by the stockholders plus accmnulated profits not paid out as divi- 
dends would be thebasis. No money obtained from banks, from bonds 
or as loans would be considered. This amount which may be called net 
worth would usually be determined by the addition of the capital 
stock and surplus accounts, unless some or all of the stock had oeen 
issued for more than the actual value of the properties and other as- 
sets acquired by the company, and unless the surplus account con- 
tained additions due to overvaluation of assets such as might result 
from appraisals, good will, etc., in which case adjustments would 
have to oe made to determine the stockholders' actual investment. 
The income figure to be applied against the investment on this basis 
would be after deduction nad been made for interest actually paid 
for borrowed money, but before any deduction had been made for 
Federal income taxes. 

A third method midit be employed which differs only from the 
second method in that Federal income taxes would be permitted as a 
deduction from net income. This would be from the viewpoint of the 
stockholder who desired to know the rate of profit the business had 
retained on the investment of the stockholders, that is, the net 
worth of the business. . 

A fourth method auite commonly enrployed is to compare the 
net income after deduction for Federal income taxes with the 
capital stock issued in order to determine the amount available and 
the rate of dividends which the company could pay on its stock out 
of the yearns net earnings. Where more than one class of stock had 
been issued, some of which was limited as to dividends the computa- 
tion would be made on the basis of the common stock — that is, the 
class on which dividends were not limited, after deductions of amoimts 
necessary to pay dividends on the preferred stock. 

TOTAL INVESTMENT THE BASIS USED. 

Owing to the existing differences in the way in which the ownership 
of the car lines of the Big Five packers is expressed, which renders 
impossible a fair judgment imiformly for all companies, on any basis 
except the first method described above, namely, total investment, 
this basis has been used for estimating the rate of profit earned by 
each company. Wherever it has been possible to use one of the 
other metnoas for determining the rate of profit outlined above, 
advantage has been taken of the opportunity to show the rate on 
the other basis as well. From a theoretical point of view an aver- 
age of the total investment for the year would be the ideal basis to use 
in computing the rate of profit, in the absence of sufficient data for 
use in creatmg such a basis it has been necessary to determine the 
investment from the figures reported on the balance sheet of each 
company at the end of each year. In determining the total invest- 
ment as defined above for the various companies it was necessary to 
make adjuJstments to the figures reported. It was also necessary to 
make adjustments to the income figures for the reasons outlined in 
this discussion before attempting to determine the rates of profit 
realized on the total investment. In many cases, however, the data 
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at hand did not warrant an attempt to make all tbe adjustments 
necessary for a conclusion as to the actual rates of profit realized. 

After making due allowance for unreliable or deficient accounting 
methods it is undoubtedly true that profits from car operation are at 
present much less than at the time of the report on the beef industry 
oy the Bureau of Cori)orations in 1905. In that report it was esti- 
mated that the operation of private cars in the beelindnstry netted 
more than 17 per cent on the investment. Statements submitted by 
the Cudahy Packing Co. showed that its car line made a net return 
of 22 per cent on me investment in 1902, 20 per cent in 1903, and 
17.7 per cent in 1904. ^ Another packer who had formerly been in 
the refrigerator car business estimated in a statement to tne Bureau 
of Ccxrporations that the net profit from car operation was about 20 

5r cent on the investment. This statement together with the 



jures of the Cudahy Packing Co. for the years 1902, 1903, and 1904 
indicates that the estimate oi the Bureau of Corporations, that profit 
on cars in the beef industry averaged over 17 per cent, was probably 
conservative. 

Several factors have contributed to a decline in the percentage of 
return on investment in the past 15 years, chief of which is the con- 
stantly increasing cost of mamtenance. The cost of repairs,, replace- 
ments of parts, and the cost of building a new car are veiy much 
higher than they were at the time of the report of 1905. Depre- 
ciation is consequently abb a larger item and overhead expenses 
have increased slightly. To offset the increased expense there has 
been no increasea revenue until recently * except such as might be 
brought about through expedited movement of cars, thereby increas- 
ing the mileage returns. 

After this brief dicussion of the general features which affect the 
financial results reported bv private car Unes operated by the pack- 
ing companies, it is possible to take up the companies individually 
for a closer study. The financial results of the Armour groxip are 
presented first. The Swift group, Morris & Co., the Cudahy Pack- 
ing Co., Wilson & Co. Inc., and some of the more important of the 
independent companies foUow in the order named. 

THE ARMOUR GROUP. 

The financial results from 1912 to 1917 inclusive, from the operation 
of the car lines owned by Armour & Co. will be considerea in two 
periods. The first period will cover the years 1912 to 1914, durii^ 
which time a corporation known as the Armour Car Lines operated 
all of the cars used in the Armour packing business and the cars used 
in the transportation of fruits and vegetables, together with the 
refrigeration service. At the end of the fiscal year 1914 the business 
formerly done by the Armour Car lines was divided into two paf ts 
and that company was practically dissolved. The cars used in the 
packing business were separated n-om the other business, and «ace 
that time have be^n operated as a department of Armour & Co. A 
new corpc^ation known as the Fruit Growers Express Inc. was or- 
ganized to operate the cars used in the transportation of fruit and 

i During the year 1917, the mileage rate for privat^cars was faicreased from three-fourths of 1 cent to I cent 
per mile. 
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vegetables and the refrigeration service. The second period wffl 
therefore cover the financial results of the Armour & Co. Car Depart- 
i»ent andof the Fruit Growers Express Inc. from 1915 to 1917. 

Armour Car Lines 191f^l914^ — A comparative statement of the 
asBets and iiabihties of the Armour Car Lines is given in Table 28 for 
the fiscal years 1912 to 1914. In Table 29 the income and ex- 
penses, together with a profit and loss account representing in the 
main surplus adjustments for the same period, is showiu The fig- 
ures in these tables represent the amounts reported by the company, 
without revision or adjustment. 

Table 28. — Comparative sUUement of assets and liabilities c/Arrfumr Car lAneB^ 191^-1914» 

(Compiled from figures as reported by thecompcmy.) 



ASSETS. 

digital assets: 

Land, buildings, machinery, yards and trucks. 

Cars 

Hooks, racks, T.&M., etc 



Total. 



CamDt assets: 

Miwnellaneous supplies. . 
aole 



A<»ouBt8 reeeivar 

OEtsh an hand and in banks. 

I>9ltmAitems 



Total. 
Deficit 



TotcU assets. 



LiABmnEs. 
Gonreat liabilities: 

Armour <k Co. current account. 
Accounts payable 



Total. 



Capital liabilities: 
Capital stock. 
Surplus 



Total 

Total liabilities. 



Nov. 2, 1M2. 



1361,107.25 

111,890,490.31 

69,642.56 

12,321,240.12 



353, 850. 10 

815,261.93 

10, 926. 96 

27, 647. 14 



1,207,686.13 



13,528,926.25 



11,4^12,640.54 
288,440.67 



11,731,081.21 



750,000.00 

1,047,845.04 



1,797,845.04 



13,528,926.25 



Nov. 1,1913. 



$334,316.78 

111,248,351.54 

76,103.46 

11,658,771.78 



398,74*8.02 

744,593.82 

8,777.36 

17,346.61 



1,109,465.80 
351,872.07 



13,179,609.65 



12,243,921.37 

185,688.28 



12,429,609.65 



75(^000.00 



750,000.00 



13,179,609.65 



Oct. 31, 1914. 



. $296,936.06 

110,872,298.00 

58,134.67 

11,227,368.73 



278,698.50 

744,256.30 

44,482.30 



1,066,837.10 
438,060.37 



12,732,266.20 



11,707,633.22 
274,632.98 



11,982,266:20 



750,000.00 



750,000.00 



12,732,266.20 



^ Book value less depreciation. 

Table 29 .-Comparative statement of income and profit and loss accounts of Armour Car 

Lines, 1912-1914. 

(Compiled from figures as reported by the company.) 



mCOME ACCOXTKT. 



Hileage and per diem. 

Car rental 

Demurrage 

Refrigeration 

ioe and salt sales. 

Heater car earnings. . . 
liaased car earnings. . . 



Total. 



Nov. 2, 1912. 



$2,490,602.70 

170,385.43 

953,60 

1,548,654.57 

275,784.81 

30,871.60 



4,517,252.71 



Nov. 1, 1913. 



$2,075,834.46 

156, 453. Ot 

2,027.80 

1,162,115.76 

211,686.68 



18,776.15 



4, 256, 893. 89 



Oct. 31, 1914. 



$2,567,929.86 

152,012.87 

4,578.40 

1,562,653.10 

205,007.33 



13,276.22 



4,505,512.78 
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Table 29.— Companwiwe staUmentof nteorne and profit undloss^ccounts of Armour Car 

lineSj 1912-1914— Continued. 



INCOME ACCOUNT— continued. 
Expenses: 

Car repairs including shop expense 

General salaries 

Refrigeration salaries 

Refrigeration expenses 

Ice house salaries 

Ice house expenses 

Heater car salaries 

Heater car expenses 

General expenses 

Taxes 

Insurance cars 

Hooks and racks : 

Car deeming 

Depreciation equipment 

Interest 



Total 

Net income. 



PROFIT AND LOSS ACCOUNT. 



Net income 

Additions: 

Property sales and adjustment. 

Property fire loss settlement . . . 

New car construction 



Total. 



Deductions: 

Dismantled, wrecked and sold cars . 

Income tax 

Property sales and adjustment 



Total 

Net gain or loss. 



Nov. 2, 1912. 



1,062, 

J*' 
131, 

1,038, 

153, 

6, 
33, 
24, 
36, 

37, 

30, 

1,056, 

415, 



888.16 
088.91 
102.29 
543.86 
145.23 
444.72 
013.90 
439.84 
288.85 
612. 61 
078.88 
333.40 
113.08 
633.82 
412.18 



4, 117, 139. 73 



400,112.98 

400,112.98 
6.14 



10,000.00 



410,119.12 



92,232.31 
9,910.22 



102,142.53 



307,976.59 



Nov. 1, 1913. 



$1,422,957.62 

77,024.52 

124,956.02 

715,287.61 

10,374.79 

171,822.49 



27,1292.48 

30,485.23 

. 4,928.87 

46,895.40 

28,209.94 

1,058,259.92 

420,631.29 



4,139,126.18 



117,767.71 



117,767.71 

1,257.09 
10,870.67 
12,500.00 



142,395.37 



486,640.45 
7,126.99 



Oct. 31, 1914. 



$1,336,173.74 

73,391.27 

125,073.71 

982, 846. (B 

8,491.09 

147,121.06 



a0,177.01 

82,324.70 

4^826.01 

44,4A3.84 

27,408.18 

9e7,30&96 

413,912.90 



4,213,518.49 



291,994.29 



201,994.29 



2,756.21 
5, 900. 00 



299,749.50 



493,767.44 



1351,372.07 



360,984.99 

6,300.76 

10,142.06 



386,437.80 



186,688.30 



1 Loss. 

According to the figures exhibited in the above table the com- 
pany's net income from operations amounted to $852,263.99 for the 
three years 1912 to 1914. After making additions and deductions 
to this amount as shown in the profit and loss accoimt the net loss 
for the period was $130,083.78. The net gain shown for 1912 of 
$307,976.59 was carried to the surplus account, the balance of which 
is shown as $1,047,845.04 on iTovember 2, 1912. This surplus 
account was absorbed by the parent company and as a result the net 
loss shown for 1913 is reported on the balance sheet as a deficit of 
$351,372.07. In 1914 after showing a net loss of $86,688.30 an accu- 
mulated deficit for the two years is reported on October 31, 1914, of 
$438,060.37. 

The Commission made an investigation of some of the items re- 
ported by the company and found that the figures as reported did 
not in its opinion properly represent the true results from operation. 
Adjustments have therefore Tbeen made to the company's figures as 
shown in Tables 30 and 31. 

. Among other things the Commission's investigation revealed that 
the values of cars as reported in the company's balance sheet had 
been increased on the basis of reappraisals and were not the original 
cost of the cars. It appeared that two appraisals had been made 
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by virtue of which $4,401,329.50 had been added to the book value 
01 the cars. It is understood that these appraisals were made on the 
basis of reproduction costs. The first of these appraisals was made 
several years prior to 1912, at which time $1,775,000 was added to 
the book value of the property. In 1912 the car property values 
were again increased $2,626,099.02. The figures reported as the 
value of car property in the balance sheet represent the appraisal 
value less depreciation, whereas in the opinion of the Commission 
these values should be stated at the origmal cost less depreciation. 
The company has kept two sets of records for its car property 
accounts since putting the appraisal on its books in 1912. One set 
of records called the **new basis" figures includes the increased 
values by appraisal, and the other set, apparently used for memo- 
randum purposes only, called the **old basis" figures presents the 
book value of the equipment in 1912 before the $2,626,099.02 due to 
the last appraisal was put on the books. To some extent therefore 
these figures reflect the earlier appraisal but it is probable that the 
greater part of the values added by the earlier appraisal had been 
eliminated prior to 1912 through the removal of cars from service 
each year. In attempting to determine the investment of the Armour 
Car Lines for the years 1912 to 1914 the Commission has taken into 
consideration the values added to its car property by appraisal in 

1912, and deductions have been made in Table 30 from the total 
assets reported by the company for the amount of the appraisal 
values which it is estimated the company's figures contain lor each 
year. The Commission has used the **old basis" figures in deter- 
mining the amount to deduct from the car property values in 1912, 

1913, and 1914. It will be noted that the amount deducted for 
appraisals as shown in Table 30 decreases each year and this is due 
to the fact that cars are dismantled, wrecked or sold from year to 
year, and thus taken out of the property account. The other deduc- 
tions from total assets are for accounts payable and for the deficit 
balance included by the company on the asset side of its balance 
sheet. 



Table- 30. — Investment of the Armour Car lAneSy 19 12-19 14^ as estimated by the Com- 
mission. 





1912 


1913 


1914 


Total assets as reported by company 


$13,528,926.25 


$13,179,609.65 


$12,732,266.20 






I>educt: 

Accounts payable 


288,440.67 


185,688.28 

351,372.07 

1,810,203.64 


274,632.98 
438.060.37 


Deficit balance included in assets 


Appreciated value due to appraisal 


2,296,436.31 


1.469.769.00 






Total deductioDs 


2,584,876.98 


2,347,263.89 


2,182,462.35 




InvoRtiTiAnt AA e^ftimftt^ , . , , 


10,944,049.27 


10,832,345.76 


10,549,803.85 





In Table 31 the Commission has made adjustments to the "net 
income'' from operations as reported by the company for interest 
which had been mcluded as an operating expense and also for excess 
depreciation charged by the company. 



IIQ 
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Tabie 31. — Adjustments to net income figures reported by the Armour Car Lines, 



Year. 


Nettnoomeas 

reported by 

tliaeompaiiy. 


Interest in- 
cludBd in ex- 
penses (see 
Table 29). 


S-xcess dspre* 

ciation charged 

byoonxpaoy. 


Net income as 
mUustiedl^ 
theCkmuais- 

SlOQ. 


m2 


$400,112.99 
U7,767.71. 
291,994.29 


$415,412. 18 
420,981.29 
413,912.90 


$243,748.71 
200,102.06 
142,879.04 


$1,089,278.87 


1913. 


738,^1.05- 

848.786.83 


1914 






Total 


809,874.98 


1,249, 956. a? 


586^790.40 


2,646>62L75 







The Commission found that the Armour Car Lines had been 
using a rate of 9 per cent on the depreciated new basis value; — ^i. e., 
appraisal value less depreciation for its refrigerator car equipment 
which represented the great bulk of its equipment^and 6 per cent 
on its gondola, tank and other car equipment. Since depreciatioii 
shotdd be based upon the original coat of the property and not on ap- 
praisal values a deduction has therefore been maHe for the excess de- 
preciation charged by the company. The Commission has used the 
same rates employea by the company, namely, 9 and 6 per cent, res- 
pectively, on the refrigerator and on the gondola, tank and other car 
equipment, but it has applied these rates to the "old basis'^ values as 
shown on the memorandum records of the company, to which reference 
has previously been made in this chapter. The depreciated value of 
the equipment at the beginning of eacn year has been used. It should 
be noted that the "old basis" values represent the book values less 
depreciation of the equipment in 1912 before tixe second apprsfeal 
was added, but after the first appraisal had been put on its books^ by 
the company. To some extent therefore these values do not reflect 
the origmal cost of the equipment due to the additional value added 
by an appraisal made prior to 1912. The cost of new equipment pur- 
chased each year has been added to the "old basis" values of 1912, 
and aIIow;ance has been made for the cars going out of service, the 
depreciation for the year has then been deducted, so that the depreci- 
ation allowed by the Commission is on the values shown at the be- 
ginning of each year after allowance for these factors. 

It should also be noted that the Swift Refrigerator Transpor- 
tation Co. reported that a rate of 6 per cent on the depreciated 
book value of its car equipment of all kinds had been used in fig- 
uring its depreciation in 1916 and 1917. This rate it was said had 
been ordered by the Internal Eevenue Department, a rate of 6 per 
cent on the book value before deduction of depreciation having been 
previously used. The difference in rates of depreciation used by the 
Ajrmour Car Lines and hj the Swift Refrigeration Transportation 
Co. must be kept in mind therefore in comparing the results of the 
companies. 

The rate of jmjfit forthe Armour Car Lines on the basis of the in- 
vestment shown in Table 30 and of the adjusted net income from 
operations as shown in Table 31 was 9.7 percent in 1912, 6.8 per 
cent in 1913, Mid 8 per cent in 1914. The total net pro&t for the 
three years as estimated by the Conmrission was $2,646,621*75, a 
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yearly average of $882,207.26 or 8,2 per cent on the investment. The 
profit of |i2;6467621.75 for the three years covered the op^ation 
of all cars, and the results from refrigeration. As no separate re- 
port was made of the results from refrigeration it is impossible to 
give a 8<^adrate statement for tJbe results from operation of the ears 
alone dui^ng these years, but it is prolmble that about one-half of the 
prc^ts reported were due to the results from refrigeration as this is 
understood to be very profitable. 

The Cammission has made no attempt to adjust the items charged 
by the company to its profit and loss account and which therelore 
anect the surplus aeeount, as the main object in view has beai to jud^e 
the iiMM>n]^ froin operations and its relation to the investment of tne 
company. It miist be said, however, that the chiurges for loi^es on 
dismantled^ wrecked, and sold ears are figured on the basis of the 
appraised values of the cars instead of their original cost value and 
that the loss as stated is not an actual loss but somewhat fictitious in 
character. As a result of this accounting procedure the deficit re- 
ported by the company for 1913 and 1914 is therefore not a crarect 
reflection of its actual financial condition. The correct accounting 
procedure would seem to be that followed by the Swift Refriger- 
ator Transportation Co. which charges losses on dismantled, wrecked 
and sold cars to the depreciation reserve account. 

The method of accoimting procedure in regard to the loss on dis- 
mantled, wrecked, and sold cars has been the subject of interesting 
discussion among the packers. The following letter written by F. EL 
Frederick, of the Swift Refrigerator Transportation Co., to A. R. 
Fay, of the same firm, su^ests that Armour & Co. has adopted the 
accounting procedure whicn it now uses for the purpose of being able 
to show a loss from the operation of its cars. Presumably Armour 
& Co. desired to show a loss from car operation in order that it might 
be able to substantiate its claims for a nigher rate of mileage from the 
carriers for the use of its cars. The letter is as follows: 

Chicago, Attgmt 2, 1916. 
Mr, A. R, Fay, Office: 

As I wrote you the other day^ Armour and Morris are having a discussion among them- 
selves as to what mann^ tJiey ahall present their figures to Mr. Thompson. 

Morris has taken such a decided stand against the equally decided stand of Armour 
that I asked C. H. Swift to talk with Edward Morris about it, and at C. H.^s suggestion 
we talked the matter over with L. F.^ and finally, on approval of L. F., C. H. said he 
wauW tsAk with Edward Morris. 

The whole discussion arises about showing as a loss that amount that is left in the 
car property account alter depreciation and after deducting therefrom ^e dismantled 
or selling price of ihe car there is still a loss. For illustration, say a car worth $1,000 
depreciates $600, leaving in the car property account $400. If the car were dwman- 
tlea it would beVorth, say $175, and tnat shows a loss of $225, or if you sold it for $300, 
that shows a loss of $100 and Armour wants to skow l^is as a loss in their operations^ and 1 
guess they have to have it in order to show a loss in the operation of the cars, at kaat to tkow 
a substantial lossj^ and Morris does not want to show it. 

Our account, the Wilson account, and, I believe, the Cudahy pccount, would not 
be affected materially either way, at least, Wilson & Co-, and we can rfiow up fairly 
poor returns with or without this loss, but of course it will be a greater loss if we can 
figure it in, Inrt each of us can show it as a separate item, and the loss in the operation 
of the cars will be apparent with or without these particular figures. 



1 L. F. Swift. 

> The italics are the Commission's. 
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I have left it with Ellis * to convince Morris & Co. that they ought to come in on some 
such scheme. McLaren ^ is in favor of any kind of figures we can get up, but Osman ' 
is not convinced, therefore my appesLL to C. H. 

We hope to have a meeting toAiay or to-morrow. F. H. F.* 

Armour c& Co. Car I)epartmenty 1916-1917. — As previously stated 
the Armour Car Lines was practically dissolved inrTovember, 1914. 
At that time the cars used in the packing business were turned over 
to Armour & Co., by whom they have since been operated as a 
car department without a separately incorporated car company. " All 
the money used by the car department is allotted to it by Armdur & 
Co. from its general funds. The company reported for 1917 owner- 
ship of 5,199 cars and the operation of 154 cars leased from the 
Utility Operating & Supply Co., a subsidiary of Armour & Co. Ta- 
bles 32 and 33 show the assets and liabilities and the income and 
profit and loss statements arranged in comparative form from the 
figures as reported by the Armour & Co. (Jar Department, 1916 to 
1917, inclusive, without revision or adjustment. In Table 34 the in- 
vestment for each of these years as estimated by the Commission is 
given, while Table 35 exhibits the net income from operations as 
adjusted by the Commission. 

Table 32. — Comparative s^tement of assets and liabilities of Armour <k Co. Car Depart* 

ment, 1915-1917. 

[Compiled from figures as reported by the company.l 



ASSETS. 

Capita] assets: 

Lands, buildings, machinery 

Car equipment .' 

Equipment 

Total 

Current assets: 

Inventory of miscellaneous supplies 

Accounts receivable 

Cash on hand 

Sundry Inventories 

Total 

Deficit 

Total assets 

LIABILITIES. 

Current liabilities: 

Armour & Co. account current 

Accounts payable 

Total 

Capital liabilities, South Omaha shop: 
New construction suspense , 

Total liabilities 



Oct. 30, 1915. 



S204,420.56 

M, 162, 699. 00 

29, 103. 76 



4,396,223.32 



226, 893. 11 

310,972.65 

11, 734. 96 

3,497.05 



653,097.77 
376,484.24 



5,325,805.33 



5,219,617.07 
86,743.77 



5,306,360.84 
19,444.49 



5,325,805.33 



Oct. 28, 19i6. 



1197,247.29 

6 3,913,677.00 

20,590.92 



4,131,615.21 



303,515.45 

277,036.26 

1, 638. 82 

12,969.32 



696,149.86 
114,632.31 



4,841,197.37 



4,638,572.16 
202, 625. 22 



4,841,197.37 



4,841,197.37 



Oct. 27, 1917. 



S18&739.29 

B4,64?27S.t)0 

59,18S.31 



4,893,205.60 



65K656.20 

373,147.19 

28,520.24 

14,603.42 



1,067,927.05 
178,245.20 



6,139,377.85 



5,730,160.53 
409,217.32 



6,139,377.85 



6,139,377.85 



1 P. W. Ellis, president of Fruit Growers' Express fine). 

> Manager of transportation department of Morris & Co. 

s Superintendent of car department of Morris & Co. 

< F. H. Frederick, assistant to the vice president of Swift Refrigerator Transportation Co. 

^ Book value less depreciation. 



BEPORT ON PRIVATE CAR LINES. 



113 



Table SS.— Comparative statement of income and profit and loss accounts of Armour 4? 

Co,y Car Department, 1915-1917. 

(Compiled from figures as reported by the Company.) 



Oct. 30, 1C15. 



INCOME ACCOUNT. 

Earnings: 

Mileage and per diem 

Car rentals 

Demurrage 



Total. 



Expenses: 

Car repairs including shop expenses. 

Salaries 

General expenses 

Taxes 

Insurance cars 

Hooks and racks 

Car cleaning 

Depreciation equipment 

Interest 



Total •. . . 

Net income or loss 

PEOm AND LOSS ACCOUNT. 



Net iccome or loss 

Additions: 

Property sales and adjustments 

Fruit Growers Express business prior to Nov. 1, 1914 . 

CoLcctions on abandoned accounts 

New car construction 



Total. 



Deductions . 

Dismantled, wrecked, and sold cars 

Abandoned aooounts 

Income tax 

Property sales and adjustment 

Fruit Growers Express business prior to Nov. 1, 1914. 



Total... 
Net less. 



$1,308,970 15 
93,931.25 
14,024.20 



1,416,034.60 



611,584.51 

46.C78.15 

36,512 84 

15,296.00 

2,394.25 

40,699.56 

24,892.54 

410, 72a 55 

139, 161. 74 



1,327,94a 17 



oo, InM. 4v 



88,994.43 

7.00 
14,692.14 



103,663.57 



480,177.81 



480,177.81 



376,484.24 



Oct. 28, 1916. 



$1,132,717.27 
85,571.22 
15,478.40 



1,233,766.89 



580,322.66 
43,314.44 
37,63a 20 
22,555.54 
2, 049. £5 
42,344.06 
25,695.94 

356,609.25 
96,961.45 



1,207,483.49 



26,283.40 



26,283.40 

739.75 
16,352.35 



43,375 50 



154,235.53 

672.28 

3,000.00 



157,907.81 



114,532.31 



Oct. 27, 1917. 



$1,125,065.83 
95,807.88 
26,127.90 



1,247,001.61 



633,535.14 

52,038.97 

30,601.77 

22,789.06 

2,205.56 

62,893.87 

36,867.27 

851,197.30 

121,552.14 



1,313,681.08 



i 66, 679. 47 



166,679.47 



1.12 

17,475.00 



M£,203.35 



119,532.59 



3,500.00 
1,74a 37 
4,268.89 



129,041.85 



178,245.20 



1 Loss. 



Table 34. — Investment of Armour A Co. Car Department as estimated hy the Commission. 



Year. 



1915. 
1916. 
1917. 



Total assets 

reported by 

the company. 



$5,325,805 33 

. 4,841.197 37 

6,139,377.85 



Deduct for 

deficit balance 

included in 

assets. 



$376,484.24 
114.532.31 
178,245.20 



Deduct for 
accounts 
payable. 



$86, 743. 77 
202,625.22 
409,217.32 



Deduct for 
appreciated 
value due to 

appraisal. 



$553,171.00 
607,817.00 
436,800.00 



bivestment 
as estimated by 
the Commis- 
sion. 



$4,309,406.32 
4. 016, 222. 84 
5,115,115.33 



Table 35. — Adjustments to net income figures reported by the Armour <k Co. Car Depart- 
ment. 



Year. 



1916 

1916 

1817 

Total 



Net income 
as I € ported 

by the 
company. 



$88, £94. 43 

26,283.40 

» 66, 679. 47 



48,508.36 



Interest 

included in 

expenses, see 

Table 33. 



$139, 161. 74 

96, f 61. 45 

121,552.14 



357,675.33 



Excess depre- 
ciation ohsurged 
to expense. 



$37,044.96 
36,004.98 
49,54L00 



122,590.96 



Net income 
as adjusted. 



$265,201.15 
159,249.83 
104,413.67 



528,864.65 



1 Loss. 
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Isi detersaiaifig ithe i&Yeetoifeibt «s ^xiiUd^^ Ih Table ^4 «jc^B8t« 
ment has been made for the neli ^d^tenenoe between the **new basis" 
and the ''old basis" value of Atb^oth* & Co/sCar Department equip- 
ment. An adjustment has also been made for the deficit balance 
included as an item on tbe asset side of the balance sheet. Similarly 
in Table S5 adjustments have been made for excess depreciation 
charges made to operating expenses which the company had faired 
on tSe ^^new basis ^-^ value of equipment instead of on the ** old basis ' ' 
value ^nd afeo for interest which the oompa,ny had charged to ^per- 
atii^ expenses. 

By applying ttie net income as adjusted by the Commission to the 
inveslisient, 'raidh it is -e&tkaiated the 'eempamy actually employed, it 
appeal's that y^e rate >of {»*o£t was &.1 per .cent in 1915^ 4 -p^^ent in 
1916, and 2 per cent in 1917. The total net income for the 13hree 
yeais was $52^8,SB4.65, or »n aven^ for each yearof fl7'6,288.21. 
Thk is equal iJo en average rate ox 4 per cent cm. the inv^kstioQezit, 
which is a mudi better jshowing than was made by the Swift Befrig- 
eratar Tranfi®ortfttion Oo. during the same Period -of tioae. It is 
prolwHy due m part to &b greater ^ffickucy which the mt^agers of 
the Armour Car lines ffisplay in expediting the movements of their 
cars^ thus obtaining a greater income per car from mileage^ 

The large losses shown in the profit and loss statements far dis- 
mantled, vmedkedj and sold cars are eoxaewhat fictitious in dxai^w^er 
as these losses r^es^dt largely frofia £|^ing the ioss <m the basis «€ tlie 
appraisal v^ue-<^ ^hetcars instead oi on their original cost value. As 
tioese charges do not .^ect the net intsome from operations «s now 
handled noff the investment as determined by the Commisakm, bo 
attempt lias been made to restate the final net jr^idts ish^»w^ by 
fib.e company. 

The f oUow^^ «tate(i»ent ref^rb^ te the ^o^fitabkaess of ^perat- 
ii^ tl© privofcelmr lines of Ms comply was made by X O- Aaaoour, 
of Annoiu* & Ck)., and is found on i)age 544, Part I, of the Hearings 
before the Senate Committee on Agriculture and Forestry in Janiuory^ 
1919. 

'^AizafHiir j& €q. Imve dbr >tte itestmxyaatssiusiUHied a lees In the opemtioa of tbeir 

0.29 jQd 1 |»er ce&t^ and ior tae past six yoRirs iikery diow an average loss of 3.58 per 
cent. For itibie yew aiding J^ovember % 1918 ourajaeat refrigerator caas lost 
$395,95SL72. 

** They are aiot a profitable investment but are an essential and necessary one in 
tte operation ot the business."" 

It is quite possible th^t Mr. Ai^nour ha» been a.ble to deceive 
himself witih respect to the rate of loss which he states his company 
has experienced In the operation of meat cars^ lus figures no aouT)t 
being based upon 13ie results «hown by his accountitig records as 
they hay^e been kj&pt. But, .as has hueen shown, 4Jiese records 4o iK^t 
reflect the tri» Besuits. The losses which Mr. Armour asserted his 
company had experienced iu^ transformed into profits when appraisal 
values are eliminated freua <^e inveetaaent, and interest and excess 
depreciation t^arge» itre aiso eliminated from operating expenses. 
Wnfle #ie CHieoxraesion :eaaa jaot agree with Mr. Ax^Bour's «tatem^^ 
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relative to the profitableness of his investm^it in the car lines, it 
does agree, however, with his assertion that the (^r lines represent an 
essential and necessary investment in the ojperation of his business, 
as it has been conducted in the past and is now t>eing conducted. 
This is equally true in the case of each of the other four big packers. 
The car lines have been one of the principal agencies by which the 
Big Five packers attamed and now mamtain their monopolistic 
position m the meat industry. 

Fruit Growers Express Inc, — This company was organized in No- 
vember, 1914, with a camtal stock of $500^000, all of which was issued 
to the Armour family. The capital stock was increased to $1,500,000 
about one jear later. The company owned 5,660 cars in 1917, which 
are used in the transportation of fruits and vegetables, it also 
operates icin^ stations and furnishes refrigeration service. The fig- 
ures as submitted do not show the results from the operation of cars 
separately from other operations. In Tables 36 and 37 are exhibited 
the assets and liabilities and the income and profit and loss state- 
ments arranged in comparative form from the figures reported by 
the company for the years 1915 to 1917, inclusive. 

Table 36. — Comparative statement of assets and liahilUies of Fruit Growers Express Inc. , 

1915-1917. 

(Compiled firom figures a6 reported by the eompanj.) 



Oct. 30, 1915. 



Oet.28,19ie. 



Cap&tsl assets: 

Land, buildings, machinery . 

Car equipment 

Equipment 



Total capita] assets. 



Curr^it assets: 

Inventory miaceUuneoos supplies. 

BiUsreceiYabte 

Accounts receivable 

Stock subscription 

New car material purchases 

Gash on hand 

Sondry iavmtodes 



Total cuReat assets 

Totalassets 

UABffjpasa. 
Current liabilities: 

Accounts payable 

Billspayablo 

Car trust agreement 



Total current liabiUties. 



C^ttalliabiUtiesr 
Capital stock. 
Bes^xa 



Total capital liabilities. 
Total Kabilities 



$44,487.37 

I6,054,711.fl0 

Id, 641. 26 



6,118,839.63 



64, 16a. 11 

600,000.00 

561,159.25 

1,000,000.00 



38,075.36 
2,694.53 



2,166,098.25 



8,284,937.88 



$44,457.29 



15^367,163.09 14,740,819,00 



11,511.05 



5,423,131.24 



65,514.92 
■i,*8i9,'677.'66' 



9,983.% 
1,421.76 



1,896,597.60 



Oct. 27, 1917. 



$35,346.59 



5,304.85 



4,790,470.44 



7$,8I«).8S 
'2,'7ii,'5«.'73 



204,476.80 
3,074.83 

8,457.48 



3,003,396.72 



7,319,728.84 7,793,867.16 



447,229.52 

153,539. 34 

5,923,223.00 



6^522,991.76 



1,500,000.00 
261,946.12 



1,761,946.12 



8,284,937.88 



347,868.08 



4,848,416.00 



5,19^,284.09 



642,958.93 
'4,'498,'4i6.'66 



5,141,274.9a 



1,500.000.00 
623,444.75 



2,123,444.76 



7,319,728.84 



1,500,000.00 
1,152,492.23 



2,652,492.23 

2,793,867.16 



1 Book vslne less depreciatlaD. 
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Table ^7 .—Comparative statement of income and profit and loss accounts of ^raxt 

Growers Express Ine,j 191S-1917, 

(Cpmpiled from figures as reported by the company.) 



INCOME ACCOUNT. 

Earnings: 

Mileage and per diem 

Car rentals 

Demurrage 

Refrigeration 



Total. 



Expenses: 

Car repairs, including shop expense. 

General salaries 

Refrigeration salaries 

Refrigeration expenses 

General expenses 

Taxes 

Insurance cars 

Rack expense 

Car cleaning 

Depreciation equipment 

Interest 



Total. 



Net income 

PROFIT AND LOSS ACCOUNT. 



Net income 

Additions: 

Property sales and adjustments. 
New car construction 



Total. 



Deductions: 

Dismantled, wrecked, and sold cars. 

Property sales and adjustments 

Abandoned accmmts 



Total.... 
Net gain. 



Deductions from net gain: 

Income tax 

Excess-profits tax 

Capital-stock tax 



Total 

Net surplus. 



Oct. 30, 1915. 



$1,259,841.98 

49,966.00 

7,652.40 

1,385,835.07 



2,703,295.45 



526,742.96 
40,000.00 
85,160.83 

835,713.97 
5,617.86 
7,370.60 
2,790.62 
1,312.11 
2,700.90 

527,583.80 

302,922.87 



Oct. 28, 1916. 



11,315,007.97 

31,725.30 

18,005.80 

1,364,324.29 



2,729,063.36 



474,522.66 
40,000.00 
79,608.99 

798,760.53 
4,899.09 
7,178.18 
2,394.73 

I 807.64 
1,788.72 

529,115.89 

207,098.70 



Oct. 27, 1917. 



$1,418,904.01 

61,336.55 

9,867.90 

1,697,252.82 



3,087,361.28 



384,638.56 

40,000.00 

87,988.02 

979,058.25 

4,443.39 

15,802.40 

2,532:80 

1,925.48 

2,120.37 

445,521.98 

140,735.03 



2, 337, 916. 52 2, 144, 459. 85 2, 104, 766. 28 



365,378.93 



584,603.51 



982,595.00 



365,378.93 



584,603.51 



962,595.00 

4,311.50 
25.00 



365,378.93 



584,603.51 



"987,131.50 



99,945.16 
3,322.89 



209,835.73 

1,297.72 

594.54 



251,805.75 



103,268.05 



262.110.88 



164.76 



164.76 



261,946.12 



211,727.99 



251,805.75 



372,876.52 



735,125.75 



11,376.88 



11,376.88 



31,915.93 

172,734.85 

1,427.50 



206,078.28 



361,498.64 



529,047.47 



* Credit balance. 



2 Error in footing of $200 in company's figures as reported. 



The same procedxire has been necessary as was used for the Armour 
& Co. Car Department statements in determining the investment and 
the net income of the company, as the amoimts shown in the balance 
sheet for car property accoimts were the ** new basis" figures. Simi- 
larly the income statements contained interest charges and excess 
depreciation charges which it was necessary to eliminate. The adjust- 
ments made^ are shown in Tables 38 and 39. It will be noted that 
in determining the investment, deduction has also been made for 
intercompany accounts representing money loaned to Armour & Co., 
which apparently was not used in the business. Deductions have 
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also been made for two other items in the 1915 balance sheet, desig- 
nated as ''bills receivable'' $500,000, and ''stock subscription" 
$1,000,000. These two items represented money owed to the com- 
pany by the Armour family for the $1,500,000 of capital stock issued 
to tnem. The two accounts were settled sometime during the fiscal 
year 1916, as they do not appear among the assets on the balance 
sheets of the company subsequent to 1 9 1 5. Judging from the amount 
of money loaned to Armour & Co. as shown on the balance sheet 
for 1917, the Fruit Growers Express Inc. has considerably more 
money than it can use to advantage in the operation of its car 
equipment. 

In November, 1914, when the Fruit Growers Express Inc. was 
formed, the company took over from the Armour Car Lines the cars 
not retained for use in the packing business of Armour & Co. In 
payment it gave to Armour & Co. car trust certificates amoxmting to 
$5,923,223, thus paying for the cars on the basis of the appraised 
values of 1912. These certificates, part of which fall due each year, 
bear interest at the rate of 5 per cent. The original cost of the cars 
was very much less than $5,923,223, and consequently the interest 
paid by the company each year represents a rate considerably over 
5 per cent on their original cost. On October 27, 1917, the company 
had reduced this indebtedness, as evidenced by its balance sheet, 
to $4,498,416. 

Table 38. — Investment of Fruit Growers Express Inc., as estimated by the Commission, 

1915-1917, . 



Total assets as reported 

Deductions: 

Accounts payable 

Intercompany debit balance 

Appreciated value due to appraisal 

Bills receivable 

Stock subscription 

Total deductions 

Investment as estimated 



1015 



$8,284,937.88 



447,220.62 

249,000.00 

630,507.00 

500,000.00 

1,000,000.00 



2,826,826.52 



5,458,111.36 



1916 



S7, 310, 728. 84 



347,868.08 

1,424,000.00 

523,758.00 



2,295,626.08 



5,024,102.76 



1017 



f7, 703, 867. 16 



642,068.03 

2,202,000.00 

405,838.00 



3,250,796.93 



4,543,070.23 



Table 39. 



'Adjustments by the Commission to the net income figures as reported by the 
Fruit Growers Express Inc., 1915-1917, 



Year. 



1915 

1916 

1917 

Total 



Net Income as 

reported by 

the company. 



1365,378.93 
584,60.3.51 
982,595.00 



1,932,577.44 



Adjustment 

for interest 

included in 

expenses. 



$302,922.87 
207,098.70 
140,735.03 



650,756.60 



Adjustment 

for excess 

depreciation 

charged by 

company. 



$59,726.36 

40,945.63 

9,615.62 



110,287.61 



Net Income 

as 
adjusted. 



$728,028.16 

832,647.84 

1,132,945.65 



2,693,621.65 
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The rate of profit realized by the company, using the inveBtment as 
shown in Table 38 as a basis and the adjusted net income exhibited 
in Tnble 39, was 13.3 per cent in 1915, 16.5 per cent in 1916, and 24.9 
per cent in 1917. The total net income from operations as adjusted 
for the three years was $2,693,621.65, or an average of $897,873.88 
per year, whicn represents an average rate of 17.9 per cent on the 
investment. 

The rate of profit on the. capital stock of the company issued and 
outstanding at the b^inning of each ye^Xf which was $500,000 for 
1915 and $1,500,000 each year thereafter, and usii^ the net income 
figures reported by the company, was 73 per cent in 1915, 38.9 per 
cent in 1916, and 65.5 per cent in 1917. The rate on cajMtal stock 
was increased to 85 per cent for 1915, 41.7 per cent for 1916, and 
66.1 per cent for 1917, when adjustment was made for the excess 
depreciation charged. In both of these calculations on capital stock 
interest has been permitted as an expense, as it should be when calcu- 
lations based upon the capital stock are made. In calculating the 
rates on capital stock just quoted there was no allowance made for 
income ana excess profits taxes, and therefore these rates would be 
somewhat. lower, particularly in 1917, had such an allowance been 
made. It is estimated that the rate in 1917 would have been 
approximately 52 per cent. No attempt was made to compute the 
rate of profit on the net worth (capital stock plus surplus) bs 
the surplus shown on the balance sheet of the company is not 
correct, aa will be explained later. It is thus seen that the Fruit 
Growers Express, Inc., has made very good rates of profit during the 
last three years, and particularly during 1917, when the rate was 24.9 
per cent on the investment. 

No comment has been made thus far on the items charged to the 
profit and loss account each year by the Fruit Growers Express, Inc., 
shown in Table 37. Most of these items apparently represent surplus 
adjustments, which evidentljr for bookkeepmg purposes the company 
elects to deduct from the net income from operations eachyear rather 
than to cha^e and credit its surplus account direct, llxe charges 
made to profit and loss account for losses on "dismantled, wrecked, 
and sold cars'' warrant comment, inasmuch as they affect the bal- 
ance sheet figures, as shown by the company. These losses are due 
mainly to the fact that the company computes the losses shown on 
the basis of the appraised values of the cars concerned instead of on 
their original cost. The surplus account as shown by the company 
therefore is not a correct reflection of its actual financial condition. 

In 1917 the loss shown for dismantled, wrecked, and sold cars was 
$251,805.75, and of this amoimt $151,996.18 was due to cars sold. 
When an official of the company was asked why the company had 
sold its cars at such a loss, he replied that the company had found that 
the cost of maiQtaining these particular cars was very high and that 
they were unprofitable to operate. It w&s later found that the cars 
were sold to the Armour & Co. Car Department. If the statement 
was true that the cost of maqitaining the cars was high and <Jiat they 
were unprofitable to operate nothii^ was gained by transferring tiiem 
to the Armour & Co. Car Department, owned by the same interests, 
except that the amount whicn the company states as net gain for 
the year 1917 was materially reduced through the transaction. 
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THE SWIFT OSOUP. 

Swift & Co. operateB its care tfarongh several separately incorporated 
car companies. The Swift Refrigerator Transportation Co. owns the 
refrigerator cars as well as various other kinds of equipment used 
by Swift & Co. in its packing business. The Swift Live Stock Trans- 

?ortation Co. and the I^ational Manufacturing Co. own the stock cars, 
he Western live Stock Express Co. also owned and operated a part 
of the stock cars used by Swift interests previous to June 30, 1917, 
when its equipment was taken over by the National Manufacturing 
Co. libby, McNeill & Libby, a cannmg company which until 1918 
was a suteidiary of Swift & Co., opera tee its cars as a department of its 
pacing business. These four companies owned a totol of 8,540 cars 
on December 31, 1917, with a reported book value less depreciation of 
$9,719,086.89. The book value as stated, however, was after $3,444,- 
932.94 had been added by virtue of an appraisal made in December, 
1917. TRte original cost less depreciation would presumably be very 
much less than the amount reported. Each of tiiese companies will 
be treated separately. 

Swift Befngerdtor Transportaticm Co. — ^This company, which is a 
subsicuaiy of Swift & Co., operates the refrigerator and tank cars used 
by the parent company in its packing business. It was incorporated 
under me laws of the State ox Maine in 1889 and at the present time 
the par value of the capital stock issued is $2,500,000. The com- 
pany reports that ail of^the present capital stock was sold for cash. 
During the eaiiier years of its existence the stock of this company 
was largely owned oy members of the Swift family, but eventually 
the company was acquired by Swift & Co., which now owns 100 per 
cent of tne stock. Tne price paid by Swift & Co. for the stock of tnis 
company is unknown to the Conmiission. For some time prior to 
1906 the capital stock of this company was $2,000,000, but in that 
year it was increased to $5,000,000. One-half of the increase of 
$3,000,000 which occmred at that time was due to a stock dividend 
and one-half represented cash paid in. 

In 1916 one-half of the $5,000,000 capital stock was retired. 
The present capital of $2,500,000, with the surplus of $6,262,372.61 
reported on December 29, 1917, seems quite adequate for the imme- 
diate needs of the conmany. In fact, the company borrows money 
on its own credit which is loaned to Swift & Co. On December 29) 
1917, the company reported loans of this nature amounting to 
$3,285,500. On that date the company's reports showed that it 
owned 6,832 cars which represented about 25 per cent of the total 
number of cars owned and operated in that year by the Big Five 
packers or their subsidiary companies. On the basis of cars owned 
and operated the Swift Refrigerator Transportation Co. is the largest 
of the packers' private car companies, ana in view of this fact the 
results from its operations as reported by the company are of 
special interest. 

Tables 40 and 41 show the balance sheets and income and expense 
statements for the years 1912 to 1917 inclusive, arranged in com- 
parative form from ngures reported by the company, without revision 
or adjustm^ent. 
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Table 40. 
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Comparative statement of assets and liabilities of Swift J?e^ 

portation Co., 1912-1917. 

[Compiled from figures as reported by tbe company.] 



^Iknns- 



ASSETS. 



Car property. 
Betterments. 



Less car property depre- 
ciation 



Office furniture 

National Live Stock 

Bank 

Material account 

Unearned interest 

Swift & Co. loan account. 
Accounts receivable: 

Swift & Co 

Sundry railroads 



LIABIUTIES. 



Capital stock. 
Bills payable. 

Surplus 

Swift «fe Co. . . 



Dec. 28, 1912, 



17,296,543.67 
67, 154. 12 



7,363,697.79 
1,346,820.67 



6,016,877.12 
64.50 

6,250.13 



11,727.34 
986,00a00 

265,167.98 
391,235.75 



7,677,322.82 



5,000,000.00 

986,000.00 

1,691,322.82 



7,677,322.82 



Dec. 27, 1913. 



18,555,886.05 
78,095.55 



8,633,981.60 
2,061,696.68 



6,572,284.92 
87.22 

6,250.13 



26, 150. 25 
1,585,000.00 



376,585.77 



8,566,35^29 



5,000,000.00 

1,585,000.00 

1,957,882.45 

23,475.84 



8,566,358.29 



Dec. 26, 1914. 



18,166,128.76 
100,931.87 



8,267,060.63 
1,972,785.96 



6,294,274.67 
50.00 

6,250.13 



21,990.88 
1,585,500.00 

583,482.65 
307,285.03 



8,798,833.36 



5,ooo,ooaoo 

1,585,500.00 
.2,213,333.36 



8,798,833.36 



Jan. 1,1916. 



18,398,786.33 
138,792.80 



8,537,579.13 
4,028,127.84 



4,509,451.29 



6,250.13 

2,662.90 

11,908.13 

1,403,000.00 

2,655,323.02 
261,275.89 



8,849,871.36 



5,000,000.00 
1,403,000.00 
2,446,87L36 



8,849,871.36 



Dec. 30, 1916. 



$8,426,480.52 
230, 838. 96 



8,657,319.48 
4,242,179.95 



4,415,139.53 



6,250.13 

2,394.85 

33,829.25 

2,455.500.00 

816,951.59 
260,749.81 



Dec. 29, 1917. 



39,828,966.10 
320,565.41 



10,149,531.51 
1,721,557.51 



8,427,974.00 



6,250.13 

1,704.10 

62,731.28 

3,285,500.00 



278,662.11 



7,990,815. 16 12,052,821.62 



2,500,000.00 
2,455,500.00 
3,085,315.16 




7, 990, 815. 16 12, 052, 821. 62 



Table 41. — Comparative statement of profit and loss of Smft Refrigerator Transpor- 
tation Co., 1912-1917. 

[Compiled from figures as reported by tbe company.] 



EABNmGS. 



Mileage 

Rentals 

Refrigeration 

Interest 

From sale of cars. 



Total earnings. . . 

EXPENSES. 

Depreciation. 

Repairs..... 

Rents 

Interest 

Insurance and taxes 

Payroll 

Traveling 

Stationery, telephone, 

telegraph, etc 

Handling hooks, racks, 

etc 

Icing expense 

Cartracmg 

Cleaning cars 

Refrigeration adjustment 

Bad debts 

Miscellaneous 



Total expenses. 

Net operating gain 
or Loss 



Rental paid by Swift 
& Co. 



Total net gain. 



1912 



$1,349; 194. 28 
112,959.54 



1,462,153.82 



471,949.96 

811,251.80 

20,827.36 

3,347.31 

14,807.64 

30,257.61 

5,767.90 

4,973.48 

3,360.57 

21,089.22 

4,064.19 



984. 93 



1,392,681.97 



» 69,471.95 
220,000.00 



3 289,471.85 



1913 



$1,424,118.31 
89,526.06 
18,453.00 



1,532,097.37 



508,241.62 

1,139,236.97 

21,943.64 

608.26 

22,836.64 

33,140.73 

3,469.09 

6,742.31 

10,441.65 

14,471.57 

4,097.79 

68.60 



338.87 



1,765,537.74 



2 233,440.37 

500,000.00 



206, 559. 63 



1914 



$1,295,629.65 
40,313.95 
16,307.13 



1,352,250.73 



526,214.35 

938,362.59 

27,322.07 

7,679.56 

23,843.90 

35,830.70 

3,731.52 

6,960.11 

12,766.25 
9,488.58 
4,370.20 



229.99 



1,596,799.82 



s 244,549. 09 
500,000.00 



255,450.91 



1915 



$1,408,379.25 
41,107.68 



1,884.33 



1,451,371.26 



503,133.27 

975,971.39 

50,781.31 



32,485.72 

36,674.73 

1,257.31 

5,877.11 

2,901.19 

920.56 

3,837.43 



348.13 
2,211.42 
1,433.69 



1,617,833.26 



« 166, 462. 00 
400,000.00 



233,538.00 



1916 



$1,380,068.07 
72,977.13 



1, 592. 01 
246.06 



1,454,883.27 



270,137.08 

1,070,960.94 

47,583.10 



23,698.16 

38,967.44 

2,278.70 

6,898.01 

350.72 

94.67 

4,233.67 



1,466,439.47 



> 11,656.20 
600,000.00 



588,443.80 



1917 



$1,351,151.89 
118,713.73 



2,778.96 



1,472,644.58 



312,492.47 

1,277,661.43 

64,507.58 



48, 157. 66 

48,944.44 

3,113.90 

12,669.94 

324.89 



6,616.71 



1,236.98 1,399.09 



1,774,888.11 



>802, 243.53 
700,000.00 



397,756.47 



iGain. 



« Loss. 



3 Error of 10 cents in figures as reported. 
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As shown by the above table, the company experienced a "net 
operatuig loss" in each year of the six-year period under review 
except in 1912 when a small *'net operating gain" of $69,471.85 was 
shown which was equal to about 1 per cent on the investment of 
that year. In Table 43 the Commission has made adjustments to 
the ''net operating gain or loss" reported by the company for interest 
and income taxes included as expenses and for interest included as 
income. These adjustments which are of minor importance, do not 
materially aflfect tne results as shown by the company and were 
made for the purpose of maintaining uniformity in the treatment 
of the reports in this chapter. Durmg the six-vear period Swift & 
Co. paid to this company rentals as shown in Table 41 amounting to 
$2,920,000 in yearly amounts ranging from $220,000 in 1912 to 
$700,000 in 1917 and as a result of tnese payments the company car- 
ried to its surplus account a net gain each year. In its statement of 
earnings from operations the company did not include the rentals 
paid to it by Swift & Co. but added the amounts so received to the 
result from operations as exhibited in Table 41, and with this pro- 
cedure the Commission is in accord as these amounts can not be 
considered as income from operations. The explanation advanced 
by the company as justification for these payments was that this 
was an "allowance for rental by Swift & Co. by reason of mileage 
being insufficient to cover cost of operation." The efifect of these 
payments, however, was to increase the transportation company^s 
profits and correspondingly to reduce Swift & Co's. profits. None of 
the other packers report payments of this kind by them to their pri- 
vate car Ime companies. 

In 1915 Swift & Co. also gave this company $1,673,983.13, which 
amount was added to its depreciation reserve account, thus decreas- 
ing the net value of the car property by the same amount. The reason 
advanced for this gift on the part of the parent company to its sub- 
sidiary was that this amount represented an ' ' allowance by Swift & Co. 
for depreciation estimated to have occurred in car property and not 
compensated for by earnings. " In December, 1917, aoout two years 
later, the subsidiary company wrote up the value of its car property 
$2,817,558.88. This was accomplished by deducting this amount 
from its depreciation reserve account and crediting surplus account 
with it. In explanation of this accounting procedure it was stated 
that the increase in values brought about in 1917 was due to an 
appraisal made during that year. It is clear that the $2,817,558.88 
added by appraisal to the value of the car property in 1917 not only 
restored the reduction of $1,673,983.13 in the value of the car prop- 
erty which in 1915 it was presumed had occurred but in addition also 
adaed $1,143,575.75 to the value of the car property. The subsidi- 
ary company, however, did not return to Swift & Co. the $1,673,983 
which it had been given in 1915 as compensation for alleged losses in 
value to its equipment by virtue of depreciation not compensated for 
by earnings. As the transaction now stands the effect of the pay- 
ment of $1,673,983.13 by Swift & Co. in 1915 to this company was 
simply to reduce the profits of Swift & Co. for that year by this 
amount. 

In determining the regular yearly charges for depreciation prior to 
1916, the company used a rate of 6 per cent on the book value of its 
car property — that is, the value before deduction of the depreciation 
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reserve account. During 1916 and 1917, however, the rate used was 
6 per cent on the depreciated value of the car property — that is, the 
book value of its car property less the depreciation reserve account. 
The reason advanced for the change was that the Internal Bevenue 
Department had ordered the company to use the new rate. Accord- 
ing to the company's reports, the chaises per car for depreciation 
were $71.65 in 1914, $71.65 in 1915, $40.03 per car in 1916 and 
$45.68 per car in 1917. This change in accounting procedure should 
be taken into consideration in reviewing ihe results of the years prior 
to 1916 and thereafter, as depreciation diarges represented from 28.7 
to 34 per cent of the total expense charges prior to 1916 and about 
18 per cent during 1916 and 1917. Judgmgfrom the amounts chain- 
ed to operating expenses for depreciation in 1916 and 1917 the losses 
reported for the years 1913, 1914, and 1915 would have been elimi- 
nated in those years had the same rate of depreciation been used 
then as was used in 1916 and 1917. 

Following the procedure laid down for determining the investanent 
of the company the figures shown in Table 42 are given. It wiH 
be noted tnat the company loaned to Swift & Co. amounts rang- 
ing from $1,251,167.98 m 1912 to $4,058,323.02 in 1916 which are 
deducted from the total assets reported by the company. The bal- 
ance sheets submitted did not show any amounts for accounts payable 
for any of the years under review. 

Table 42. — Investment of the Sm/t Refrigerator Transportation Co.^ 1912-1917. 

(As estimated by the Commission.) 



Year. 


Total assets aa 
reported. 


Less amount 

due from Swift 

& Co., as re- 

poxQd. 


Adjustments 
for depreciation 
and ai^irwaal. 


divestment as 

estimated by 

the Commia- 

sioa. 


1912 


17,677,822.83 
8,566,35S.29 
8,798,833.36 
8,849,871.36 
7,990,815.16 

12,052,821.62 


$1,251,167.98 

1,585,000.00 
2,168,982.65 
4,058,323.02 
3,272,451.59 
3,285,500.00 




$6,426,154.84 


1913 




6,981.358.29 


1914 ,. 


6.629.850.71 


1915 


I $1,673, 983. 13 
11,673,983.13 
« 1,143,675.75 


6,405,531.47 
6,302,346.70 
7,623,745.87 


1916 


1917 





1 Amount of extra depreciation written off from book value of equipment in 1915 which the Gommiasioil 
believes was not a legitimate deduction in view of the appraisal of 1917 which added $2,^17,558.88 to the 
net book value of the equipment. 

> Net diflerence between extra depreciation deducted in 1915 and value added by 1917 appraisal. 

In view of the large deduction from the book value of the car 
property in the form of extra depreciation of $1,673,983.13 in 1915 
and of the increase in car property values of $2,817,558.88 as a re- 
sult of the appraisal in 1917, it is obvious that the total assets as 
reported for these two years and for 1916 do not represent the true 
Vfldues of the car properties. An adjustment has been made as shown 
in Table 42 for the extra depreciation of $1,673,983.13 deducted by 
the company in 1915, as it is believed that this amount was deducted 
for the purpose of reducing the actual earnings of the parent com- 
pany (Swift & Co.) in that year as explained on page 121. The same 
correction was made for 1916. In 1917 when an appraisal of the 
car equipment was made by the company, $2,817,558.88 was added 
to the net book value of the equipment, thus restoring the amount 
deducted in 1915, and $1,143,575.75 in addition. As the appraisal 
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was presumably made on the basis of reproduction costs of the equip- 
ment this latter amount has been deducted from the values reported 
for 1917. 

It has already been pointed out that a change in the method of 
figuring dej)reciation was made in 1916. If the rate used in 1916 
and 1917 IS the correct rate, then the deductions for depreciation 
in the years 1912 to 1915 have been excessive, and the car property 
values for each of these jrears would have to be increased by the 
amoimt of excess depreciation written off during these years, and the 
opiating gain or loss similarly corrected for the excess depreciation 
cnarged to expenses. Also in 1916 and 1917 when depreciation was 
figured at a rate of 6 per cent on the depreciated value of the equip- 
ment, after the deduction of $1,673,983.13, the depreciation charges 
would be too low. In the absence of sufficient data no attempt 
has been made to correct the equipment values for excessive or 
insufficient depreciation charges except as shown in Table 42. For 
the same reason no attempt has been made to adjust the net oper- 
ating gain or loss reported by the company for such excessive or 
insufficient depreciation as may have been charged. The onl^ adjust- 
ments made by the Commission to the amounts of operating gain 
or loss reported by the company are shown in the following table: 

Table 43. — AdjustmenU hy the Commission to the net income figvres reported hy the 

Swift Refrigerator Transportation Co., 1912-1917 » 



Year.. 



1912 

1913 

1914 

1W5..'. 

1916 

1917 

Total for six years 



Net loos from 
operations 

reported by 
compiany. 



1169,471.85 
233,440.37 
244,549.09 
166,462.00 
11,556.20 
302,243.53 



888,779.34 



Adjustment 

for interest 

included in 

ojierating 

incflme* 



$1,884.33 
1,592.01 
2,778.96 



6,255.90 



Adjustment 

for interest 

deducted as 

operating 

expense. 



|3,347.dl 

508.26 
7,679.56 



11,535.13 



Adjustment 
lor income 

taxes 

deducted as 

opmating 

expeanao. 



$2,665.60 
2,664.51 
5,558.02 

11,768.88 



22,547.01 



Net loss from 

operations ad 

adjusted. 



1172,819. 16 
232,932.11 
231,203.93 
165,791.82 
7,590.19 
293,253.61 



860,952.50 



iGain. 



Comparison of the investment figures exhibited in Table 42 with 
the net earnings from operations as adjusted by the Commission in 
Table 43 gives the following rates of loss or gain from operations: 
For 1912 a gain of 1.1 per cent, and losses for each year thereafter 
at the rate of 3.3 per cent in 1913, 3.5 per cent in 1914, 2.5 per 
cent in 1915, 0.1 per cent in 1916, and 3.8 per cent in 1917. The 
total net loss from operations as adjusted by the Commission for 
the six years amounted to $860,952.50, or an average loss of 
$143,492.06 per year, equal to a rate of 2.1 per cent loss on the invest- 
ment. It must be remembered however that the companv showed 
a gain each year which was carried to its surplus account due to the 
rentals paid to it by Swift & Co. These rentals have not been con- 
sidered as income by the Commission in computing the rates of loss 
just shown. 

When it is considered that all of the car lines operated by the 
other four big packers, which are comparable with the Swift Re- 
frigerator Transportation Co., showed an average gain for the six- 
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year period ranging from 3 per cent to 7 per cent on the investment, 
the reason for tne average loss of 2.1 per cent per year reported by 
the Swift Refrigerator Transportation Co., the largest of the private 
car line companies operated oy any one of the Big Five packers, is 
difficult to understand. It may be explained in part by the fact 
that most of the other companies operated by the big packers reported 
higher earnings per car from mileage than was shown by this company. 
It may also be due in part to the higher repair charges per car which 
were reported by the Swift Refrigerator Transportation Co. In 
1917 the repair charges were nearly $60 per car nigher than those 
shown on the reports of some of the other big packers. It is impos- 
sible to say whether the higher repair charges are diie entirely to a 
difference in the accounting methods employed, to the difference in 
the age of the equipment used, or to the policy pursued in the upkeep 
of its car property. 

Swift Live Stock Transportation Co. — ^This company owned 109 stock 
cars on December 31, 1917. It also operated 321 leased cars during 
that year. Tables 44 and 45 show the balance sheets and income 
and expense statements arranged in comparative form from figures 
reported by the company for the fiscal years 1912 to 1917, inclusive. 
Table 47 also shows the adjustments made by the Commission to the 
figures for net earnings reported by the company. These adjustments 
consist of charges for income taxes incluaed in the expenses by the 
company and for interest received by the company for money which 
it had loaned to Swift & Co. Table 46 shows the investment of the 
company after deductions were made from the total assets for accoimts 
payable and for money loaned to Swift & Co. The Commission has 
also deducted $53,595.26 from the assets of 1917, as this represented 
the amount added in that year to the book value of the car property 
by virtue of an appraisal which was made. 

Table 44. — Comparative statement of assets and liabilities of Swift Live Stock Trans- 

portation Co., 1912-1917, 

(Compiled from figures as reported by the company.) 





Dec. 28, 
1912. 


Dec. 27, 
1913. 


Dec. 26, 
1914. 


Jan. 1, 
1916. 


Dec. 30, 
1916. 


Dec. 29. 
1917. 


ASSETS. 

Car Droperty 


$82,178.62 
57.08 


$78,467.76 
67.58 


$74,510.72 
343.78 


$65,547.64 
350.78 


$60,638.52 
351.78 


$75,287.96 
3,524.04 


Betterments 




Less car property depreciation 


82,235.70 
45,531.47 


78,535.34 
47,319.17 


74,854.60 
41,381.65 


65,808.42 
37,831.34 


60,990.30 
35,926.23 


78,812.00 




Accounts receivable: 

Swift <fc Co 


36,704.23 

215,450.89 
2,500.00 


31,216.17 
258,041.96 


33,472.85 
310,503.83 


28,067.08 

365,280.82 

25,000.00 

9,177.11 

166.43 


25,064.07 
209,672.01 


78,812.00 
225,535.29 


Swift & Co. loan account . . 




Sundry railroads 




10,592.48 


8,295.70 


12,266-.j93 


TTneamed interest. ..».^ -, 


13.47 


















254,677.69 


289,258.13 


354,569.16 


427,691.44 


242,981.78 


316,614.22 


LIABILITIES. 

Capital stock. . . . ; 


200,000.00 

51,492.25 

2,500.00 

685.34 


200,000.00 
53,437.97 


200,000.00 
154,569.16 


200,000.00 

202,691.44 

25,000.00 


60,000.00 
192,031.78 


50,000.00 


Surplus 


266,614.22 


Bills Dayable 




Accounts T)ayabl4. 


35,820.16 


















, 


254,677.59 


289,258.13 


354,569.16 


427,691.44 


242,931.78 


316,614.22 
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TABii£ .45. — Gempaxatxiie statement of income and expenses of Swift Live Stock Trans- 
portation Co., 1912-1917. 

(Compiled from figures as reported by the company.) 



GROSS EARNINGS. 



Interest. 
Rental.. 



EXPENSE. 

Repairs 

Depresiation 

Rent 

Pay roll 

Oince administration. 
Insurance and taxes. . 

Rental of cars 

Gleaning cars 

Miscellaneous 



Total 

Net earnings. 



1912 



|4d, 103.39 
12, 178. 72 
21, 501. 18 



82,783.29 



24,161.25 

3,493.48. 

1,230.95 

4, 415. 43 

268.01 

277.80 

15,422.10 



49,269.02 



33,514.27 



1913 



S10&763.1« 
14,307.97 
656.10 



120,727.25 



22,216.80 

2,725.64 

1, 229. 28 

3,673.62 

34.13 

346.12 

34,564.23 



61.00 



64,850.82 



55,876.43 



1914 



902,658.40 

17,363.86 

700.00 



111,722.26 



19,487.81 

2,358.36 

1,029.62 

3,405.88 

71.36 

331.85 

31,666.32 

88.89 

425. 59 



58, 865. 68 



52,856.58 



1915 



$86,857.57 
21,387.13 



108,244.70 



14, 176. 72 

2, 424. 73 

1, 297. 63 

3,656.93 

36.73 

1,317.76 

34,560.00 

11.47 

497.59 



67,979.56 



50,265.14 



1916 



181,365.31 
12,414.37 



93,779.68 



11,282.13 

1,756.50 

1, 156. 53 

3,961.65 

117.48 

786.61 

31,643.11 

27.52 

123.19 



50,852.72 



42,926.96 



1917 



167,206.81 
13,272.55 



80,479.36 



16,419.08 

1,573.90 

1,471.72 

4, 853. 74 

80.15 

1,342.18 

33,059.18 

11.14 

1.00 



58, 822. 09 



21,657.27 



Table 4G. — Investment of the Swift Live Stock Transportation Co., as estimated by the 

Commission, 1912-1917. 



Year. 



1912 
1913 
1914 
1915 
1916 
1917 



Total assets 
as reported. 



$254,677.59 
289,258.13 
354, 569. 16 
427,691.44 
242,931.78 
316,614.22 



Deduct 
accounts 
payable. 



1686.34 
121,626.14 



Deduct for 

inter- 
company 
account. 



$217,959.89 
» 229, 653. 91 
310,503.83 
390,280.82 
209,572.01 
225,535.29 



Deduct for 
appraisal 



$53,595.26 



Investment 
as estimated 

by the 
Commission. 



$36,032.36 
37,978.08 
44,065.33 
37,410.62 
33,359.77 
37,483.67 



1 Amount shown on balance sheet was $35,820.16, but part of this was evidently an intercompany credit 
balance. 
3 Estimated amount after allowance is made for intercompany credit balance. 

Table 47. — Adjustments by the Commission to the net income figures as reported by Swift 

Live Stock Transportation Co., 1912-1917. 



Year. 



1912 

1913 

1914 

1915 

1916 

1917 

Total 



Net income 
as reported. 



$33,514.27 
56,876.43 
52,856.58 
50,266.14 
42,926.96 
21,667.27 



257,096.66 



Adjustment 

for interest 

included 

as income 



$12, 178. 72 
14,307.97 
17,363.86 
21,387.13 
12,414.37 
13,272.56 



90,924.60 



Adjustment 
for incoilkie 

taxes 

included 

in expenses. 



$159. 46 

1,011.31 

658.54 

804.80 



2,634.11 



Net Income 
as adjusted. 



$21,335.55 
41, 668. 46 
36,652.18 
29,889.32 
31,071.13 
9,189:52 



168,706.16 



Comparison of the investment as given in Table 46 with the 
adjusted net earnings as exhibited in Table 47 shows that this 
company's rate of profit was 59.2 per cent in 1912, 109.45 per cent 
in 1913, 80.9 per cent in 1914, 79.9 per cent in 1915, 93.1 per cent 
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in 1916, and 24.5 per cent in 1917. The net earnings from opera- 
tions as adjusted in Table 47 for the six years amounted to 
$168,706.16, an average of $28,117.69 for each year. This gives 
an average rate of 74.5 per cent on the investment. The compara- 
tively low rate of profit for 1917 may be accounted for in j)art by 
the mcreased charges for car repairs, and by a reduction in income 
from mileage due to a slower movement of the cars during that 
year. The company reported repair charges of $75.72 per car for 
1916 and $150.63 per car for 1917. A rate of 6 per cent was used 
in figuring depreciation in 1916 and 1917, the rate previously used 
havmg b^n 8 per cent. The profits for the years prior to 1916 would 
be increased if adjustments were made to bring the charges for 
depreciation in line. This company is the most profitable of any of 
the car line companies owned or controfled by the Big Five Packers. 

The company paid 7 per cent dividends in 1912 and 1913 and a 
dividend of 100 per cent in 1916. The total dividends for the five 
years amounted to $228,000, or 114 per cent on its capital stock. 
In 1916 the capital stock was decreased from $200,000 to $50,0{K) and 
surplus account was credited with $150,000, the amoimt of the reduc- 
tion in capital. It is evident from a study of Table 46, where the 
investment is given, that the company had been overcapitalized for 
a number of years and having no use for the greater part of its funds 
in its own business had loaned them to Swift & Co. 

National Manufacturing Co. — Swift & Co. owns 55 per cent of the 
stock of this company, the balance beinff owned by New England 
slaughtering companies controlled by Swiit interests. This company 
owns and operates most of the stock cars which are shown in Table 1 , 
chapter 1 of Part II of this report as controlled by the Swift interests. 
The National Manufacturing Co. owned the stock of the Western 
live Stock Express Co. until 1917. During that year the Western 
Live Stock Express Co. was dissolved and the Natiemal Manufac- 
turing Co. took oyer all erf its equipment. The reports of the com- 
pany show that it owned 1,581 cars and operated 116 leased cars 
m 1917. 

Table 48 gives a comparative statement of the assets and liabilities 
of the National Manufacturing Co. for the years 1912 to 1917 as 
reported by the company. The figures for the year 1917 reflect 
the increase in assets which was broi^ht about by the dissolution 
of the Western Live Stock Ejmress Co. Duriog the same year, 
however, an appraisal was made of the car properties formerly 
owned by these two companies, and $573,778.80 was added and 
included m the value of car property shown for 1917 of $1,106,631. 
In determining the investment of the National Manufacturing Co. 
for 1917 the amount added by appraisal has been eliminated by the 
Commission, as shown in Table 50, as it is understood that the 
appraisal values were based upon reproduction costs. 
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Table 48^. — Comparative statement of assets and liahilities of Nolional Mmwfetctunng 

Co., 1912-1917. 

<Compii«d froai ^oree 2B reported hj the company.) 



ASSETS. 

Car property 

Bettenaents 

Lefs4epase3atia& 

lavfiatxa&Bt Western Liire 

Stock ExiH-ess 

Aaoonnts reeelTable 

T^ta^fissets 

UABIUTIES. 

Accounts payable 

Ospltel 

Snrpbtf. 

TotftlliabiJIItfas 



Dec. 28, 

1912. 



Dec. 27, 

1913. 



$593,758.58 
228.92 



593,986.90 
285, 173. as 



368, 813. 88 

275,000.00 
403, 363. 5« 



987,077.46 



46,096.60 
450,609.00 
490,989.86 



987,0n.«6 



S566,667.08 
815.66 



586, 882. 64 
808,621.08 



277,261.61 

27s,ooaoo 

611,4Q&S3 



1,063,^7.54 



95,215. 88 
450,060.00 
618»46L66 



1,068,667.54 



Dec. 26, 

1914. 



8569,207.35 
18,709.04 



687,916.39 
896,624.79 



191,891.60 

275,000.00 
i585, 257.21 



1,021,648.91 



106,265.08 
460,000.00 
465,^3.68 



1,021,648.01 



Dec. 31, 

1915. 



1562,213.46 
28,602.26 



690,815.71 
894,738.28 



196,077.48 

275,000. 00 
145,919.92 



616,997.36 



97,183.64 

450,600. 00 

09,813.81 



«16,997.36 



Dee. 80, 
1916. 



8549«361.09 
29, t)9o. 72 



679,359.81 
896,974.62 



182,886.19 

275,000.00 
84,569.68 



641,964.77 



44,649.49 

450,000.00 

47,305.28 



Dec. 29, 

1917. 



8962,867.76 
143,763.24 



1,106,631.00 



1,166,681.00 



87,662.15 



1,194,193.16 



450,000.00 
744, 193. 16 



641,964.77 1,194,198.16 



In Table 49 is given a comparative statement of income and 
expenses for the vears 1912 to 1917 as reported by the company. 
After presenting tnese figures the Commission has made adjustments, 
as shown in Table 51, to determine Iha actual results from operations. 

Table 49. — Comparative statement of earnings and expenses of National Manufacturing 

Co,, 191$-1917. 

{Compiled Irom eipasM as refracted by £be «ompan|r. ) 





1912 


1913 


1914 


1016 


1916 


1917 


EAJUiUlOS. 

>(Hh^i^l>^ 


il85,6S&00 
17,833.27 


9268,977.92 
22,080.39 


818^«X7.82 

23,147.79 


8174,578.62 
23,024.08 


8171,128.66 

1,601.07 


8191,008.76 

796.30 


Interest 


HfflltrAl . 


277.21 


MisfK^llaoeouB ... 








824.24 
















**'****"i " 


Total earnings 


808,87L^ 


286,068.91 i 


21t,07ft.U 


198,422.74 


172,819.62 


192,088.26 


EXPENSES. 

Repairs 


1 

87,516.08 

34,069.41 

3«1XQ.S7 


121,789.61 

29,981.45 

3,113.24 


72,«26.70 

2^050.04 

3,G3a31 


73, 125. 24 

19,345.91 

7,17a fll 


65,489.20 

11,491.90 

6,62L25 

5,651.67 

2,586.74 

4,170.13 

507.69 

66.48 

1,832.49 

1.60 


122, 814. 77 

22,337.34 

8.986.68 


Depreciation 


Rent 


Car rental 


6.509.85 


Insoraoce and taaoBs. 

Payroll...." 


l,76aul8. 

2,860.99 

1,672.27 < 
172.16 

1,018.61' 
24.99 
16.38 

< 


1,848.84 
8,422.86 
1,141.47 
l«4.67i 
l,fiB8.87 
88. 50 J 


1,768.89 
3,683.78] 
640.66 
80.10 

1,669.59 

ioa2i 


1,934.67 

3, 86a 86 

664. Ifi 

75.21 
1,801.96 

13.81 


4,259.99 
6,274.14 
1,196.22 
214.86 
2,242.66 


Otf OP expense 


Tnnrelizig expense 

Tracing cars 


C]e?inmg c^n? 


Freight... 




<^^rit=iyiriBe • 


tm.^\ 






















Total expenses 


132,218.64 


162,8S7.fil j 


112, 148. 18 


107,992.78 


§8,328.16 


172,836.43 


Net operating gain . 

• 


71,1S7.«8 


68,47aao; 


99,0a6.«6 


90,428.98 


84,491.47 


19,246.84 
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In Table 50 the Commission has endeavored to determine the 
investixieikt — that is, the capital actuallj^ employed by the National 
Manufacturing Co. in the operation of its cars. It is known that 
the item of '^accounts receivable'' shown on the balance sheet of the 
company consists in large part of money loaned to Swift & Co., which 
was not used, therefore, in the operations of the business of the Na- 
tional Manufacturing Co. The exact amount of this loan was not 
shown separately by the company in its reports and the Commission 
has therefore found it necessary to estimate the amount by capi- 
talizing the interest which the National Manufacturing Co. received, 
as shown in its income figures each year. A rate of 6 per cent has 
been used where this procedure was followed for the years 1912 to 
1914, and the table shows the amounts deducted by the Commission 
during these years. During 1915 the National Manufacturing Co. 
reduced its surplus account $486,000 by virtue of dividends paid to 
the parent company. Through the credit to the parent company 
of these dividends the amount loaned to it by this company and 
included on the balance sheet as an account receivable was reduced 
by a like amount. As a result of the payment of this large dividend 
(amoimting to 108 per cent of its capital stock) the assets at the 
end of the year 1915. did not reflect the average condition of the 
company throughout the year, consequently the Commission made 
no deduction from the assets for intercompany balances as in previous 
years. The interest received during 1916 and 1917 was of such 
small amount that it was not considered necessary to capitalize 
the amounts for the purpose of determining the deduction to be made 
for intercompany balances. The investment of the company for these 
last three years as determined by the Commission is therefore some- 
what higher than the capital actually employed in the business for op- 
erating purposes. The table shows a deduction of $275,000 for each 
of the years from 1912 to 1916 inclusive, representing the invest- 
ment of the National Manufacturing Co. in the stock of the Western 
liv^ Stock Co. This deduction was made in determining the invest- 
ment because it represented money, as in the case of nioney loaned to 
Swift & Co., not used in the operation of its business. The income 
statements do not include any return on this investment as stated, 
and the investment as determined by the Commission is therefore 
comparable with the net gain from operations as adjusted. 

Table 50. — Investment of the National Manufacturing Co.y as estimated by the Commis- 
sion, 1912-1917, 



Year. 


Total asRets as 
reported. 


Deduct 
accounts 
payable. 


Intercom- 
pany ac- 
counts (debit 
balances as 
estimated). 


Investment 
in Western 
Live Stock 
Express Co. 


Adja<!tment 

for values 

added by 

appraisal of 

car property. 


Investment 
as estimated 
by Commis- 
sion. 


1912 


1987,077.46 

1,063,667.54 

1,021,648.91 

616,997.35 

541,954.77 

1, 194, 193. 15 


$46,096.60 
95,216.88 

106,265.08 
97, 183. 64 
44,640.49 


$297,221.16 
968,006.83 
386,796.50 


$275,000.00 
276,000.00 
276,000.00 
975,000.00 
275,000.00 




$368,759.70 


1913 




325,444.83 


1914 




254, 687. ?3 

244,813.81 
222,305.28 


1915 




1916 






1917 




$573,778.80 


* 620, 414. as 
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Table 51. — Adjustments by the Commission to the net-income figures as reported by the 

National Manufacturing Co.j 1912-1917. 



Year. 


Net 

operating 

gain, as 

reported. 


Deduct 

interest 

included 

in income. 


Adjustment 

for income 

tax. 


Net 

« operating 
profit, as 
adjusted. 


1912 


171,157.63 
63,470.80 
99,926.96 
90.429.98 
84,491.47 
19,245.84. 


117,833.27 

22,080.39 

23, 147. 79 

23,024.98 

1,691.07 

796.30 




So3,324.36 


1913 




41,390.41 


1914 


S634.71 


77,413.88 


1915 


67,405.00 


1916 


904.30 
1,689.83 


83,704.70 


1917.... , 


20,139.37 






Total 


428,722.68 


88,573.80 


3,228.84 


343,377.72 







The above table shows that a deduction has been made from the 
net operating gain reported by the company for interest amounting 
to $88,573.80 received for money not employed in the business dur- 
ing the six-year period. The Commission has excluded this interest 
in order to (ietermine the actual income from operation of cars and 
has also excluded from the investment the estimated amount of 
money for the use of which this interest was received. An adjust- 
ment has also been made for income taxes included in operating 
expenses. 

Comparison of the investment of the National Manufacturing Co. 
as shown in Table 50 with the net gain as adjusted in Table 51 shows 
that the rate of profit was 14.4 per cent in 1912, 12.7 per cent in 1913, 
30.4 per cent in 1914, 27.5 per cent in 1915, 37.6 per cent in 1916, and 
3.2 per cent in 1917. The total profit from operations for the period 
1912 to 1917, inclusive, was $343,377.72, an average of $57,229.62 
for each year, which is equal to an average rate of 16.9 per cent per 
year on the investment. The rate for 1917 should be somewnat 
higher than 3.2 per cent owing to the fact that the investment at the 
end of the year was used in figuring the rate. The assets of the 
Western Live Stock Express Co. were taken over by this company 
. on July 1, 1917, and the investment figures shown in Table 50, tkere- 
fore, represent the investment for the last six months of the year. 
If an average be struck from the investment at the beginning and 
end of the year the rate would be increased to 4.8 per cent. 

The rates of profit for the years prior to 1916 would be increased 
if an adjustment for depreciation charges during those years was 
made to bring them in line with charges during 1916 and 1917. Ac- 
cording to tne company's report tne rate for depreciation was 
changed in 1916 from 10 per cent to 6 per cent on the depreciated 
book value of the cars. 

The surplus account of the National Manufacturing Co. at the 
beginning of the year 1912 amounted to $455,823.23 as compared 
with $744,193.15 at the end of 1917, a net increase of $288,369,92. 
During the 6-year period the company paid out $855,000 in dividends, 
representing 190 per cent on its capital stock, or an average of 31| per 
cent per year for the six years. This was more than the company 
earned during the period, however, as the surplus account had been 
increased by dividends from the Western Live Stock Express Co. and 
by appraisals of its car properties. 
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Western Live Stock Express Co. — This company is no longer in ex- 
istence, having been absorbed by the National Manufacturing Co., 
the owner of all of its stock on June 30, 1917, at which time it owned 
759 stoqjc cars. In Table 52 a comparative statement is given of 
the assets and liabilities of this company for the fiscal years 1912 
to 1916, inclusive, and for the six months ending June 30, 1917. 
Comparative statements of earnings and expenses for the same pe- 
riod are shown in Table 53. The figures as shown in these tables are 
exactly in accord with the figures submitted by the company. 

Table 52. — Comparative statement of assets and liabilities of. Western Live Stock Express 
Co., fiscal years 1912-1916, indusive, and six months ending June 30, 1917. 

(Compiled from figures as reported by the company.) 



ASSETS. 



Car property. 

Betterments . 



liess depreciation. 



Office furniture and fixtures. 

Cash 

Accounts receivable .'. . . 

Contingent fund 



Total 

LIABILITIES. 



Capital stock. 
Surplus 



Total. 



Dec. 31, 

1912. 



$580,520.76 



$559,903.04 



580,520.76 
136,046.61 



444,474.15 

487.55 

8,282.20 

66,955. 18 

1,500.00 



521,699.08 



275,000.00 
246,699.08 



521,699.08 



Dec. 31, 
1913. 



559,903.04 
16?, 431. 33 



397,471.71 
487.55 

3,053.26 
114,093.50 

1,500.00 



»516,605.78 



275,000.00 
241,605.78 



516,605.78 



Dec. 31, 
1914. 



$378,591.33 
44,777.53 



$355,250.14 
91,751.94 



423,368.86 
38,906.47 



384,462.39 

619.29 

6,708.31 

120,428.45 

. 1,500.00 



513,713.44 



275,000.00 
238,713.44 



513,713.44 



Dec. 31, 

1915. 



1447,002.00 
66,244.91 



390,757.17 
626.04 
794.79 

119,693.36 

i,5oaoo 



513,371.36 



275,000.00 
238,371.36 



513,371.36 



Dec. 31, 
1916. 



$326,005.01 
96,338.99 



422,344.00 
62,647.94 



360,296.06 

626.04 

10,544.57 

63,^2. 72 

1,500.00 



9436,649.39 



275,000.00 
161,649.39 



436,649.39 



6 months 

ending June 

30, 1917. 



$323,930.01 
96,445.49 



420,375.50 
71,709.58 



348,665.92 

626.04 

7, 793. 92 

57,349.12 

1,072.89 



415,507.89 



275,000.00 
140,507.89 



415,507.89 



1 Error of 8 cents in company's figures as reported. 
« Error of $600 in company's figures as reported. 
« Error of 24 cents in company's figures as reported. 

Table 53. — Comparative statement of income and expenses of Western Live Stock Express 

Co., 1912-1916., arw. six vfionths ending June 30, 1917. 

(Compiled from figures as reported by the company.) 



EARNINGS. 



Mileage . 
Interest . 
Rentals . 



EXPENSES. 



Repairs 

Depreciation 

P^ roll 

Office expense 

Insurance and taxes 

Loss, furniture and fixtures. 



Net gain or loss . 



Dec. 31, 
1912. 



$139,419.28 
2,957.23 
8,544.72 



150,^1.23 



69,826.58 
35,349.44 

9,435.54 
16,595.42 

1,643.25 



132,850.23 



18,071.00 



Dec. 31, 
1913. 



Dec. 31, 
1914. 



$129,697.71 
5,534.92 
9, 150. 00 



144,382.63 



87,659.48 

34,277.79 

9,304.78 

17,321. 72 

912. 16 



149,475.93 



15,093.30 



$112,930.93 
6,049.20 
9, 150. 00 



128, 13a 13 



79,402.67 

31,135.15 

14,712.08 

5,286.82 

485.85 



131,022.47 



12,892.34 



Dec. 31, 
1915. 



$107,904.18 
5,918.46 
9, 150. 00 



122,972.64 



75,508.65 

31,619.27 

9,772.38 

5,732.50 

681.92 



123,314.72 



1342.08 



Dec. 31, 
1916. 



$101,221.58 
2,465.95 
9, 150. 00 



112, 837. 53 



62,071.15 

23,292.79 

10,073.50 

3,118.89 

1,003.17 



89,559.50 



23, 27a 03 



6 months 

ending June 

30, 1917. 



$38,641.35 

921.53 

4,251.97 



43,814.85 



28,473.09 

10,762.96 

5,381.50 

1,372.38 

559.48 

576.04 



47,135.45 



3,320.60 



1 Loss. 
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A stady of Table 53 discloses that the company reported a net loss 
in 1913, 1914, 1915, aiid 1917, whUe in 1912 and 1916 gains were 
reported. The net gain for the five and one-half years as reported 
by the company amounted to S29J00.71, or an average gain of 
$5,400.10 for each year of this period. These figures, however, in- 
clude interest as income amounting to $23,847.29, which the company 
evidently received for money not needed in its own business and 
which it loaned to Swift & Co. In judging the results from the 
operation of its cars it is necessary to exclude this interest from the 
earnings as reported by the company, €tnd this has been done by the 
Commission as shown m Table 55. The money thus loaned should 
be excluded from the assets in determining tne amount of capital 
employed in the business. In Table 54, where an attempt has been 
made to determine the investment of the company, deductions are 
made from the total assets reported by the company for the amount 
which the Commission has estimated was loanea each year. It was 
necessary to estimate thid amoimt by capitalizing the interest re- 
ceived by the company since the amount loaned is not shown separ- 
ately on the reports of the company. A rate of 6 per cent was used 
in each case, although it is probable that 5 per cent would be more 
nearly correct for me years 1912 to 1915, inclusive. Two tables 
showing adjustments made by the Commission in determining the 
investment and the net income from operations follow: 

Table 54. — Investment of the Western Live Stock Express Co., as estimated by the Com- 
mission, 1912-1916, and six w,onths ending June 30, 1917. 



Year. 



1912. 
1913. 
1914. 
1915. 
1916. 
19171 



Total assets as 
reported. 



$521,699.06 
516,605.78 
513,713.44 
513,371.36 
436,649.39 
415,507.89 



* Deduct for 

intercompany 

account. 



$49,287.16 

92, 248. 66 
100,820.00 
98,641.00 
41,099.16 
15,358.83 



Investment as 

estimated by 

the Commission 



1472,411.92 
424,357.12 

412,893.44 
414,730.36 
395,550.23 
400,149.06 



1 Six months ending June 30. 



2 Estimated amounts. 



Table 55. — Adjustments by the Commission to the net gain figures as reported by the 
Western Live Stock Express Co., 1912-1916, and six months ending June 30, 1917. 



Year. 



1912.. 
1913.. 
1914.. 
1915.. 
1916.. 
1917 V 



Total. 



Net gain as 
reported. 


Deduct 

interest, 

included in 

income. 


Adjustments 

for income 

tax, included 

in expenses. 


$18,071.00 
15,093.30 
12.892.34 
1342.06 
23,278.€8 
13,320.60 


$3,957.23 
5,534.92 
6,049.20 
5,918.46 
2,465.95 
921.53 








$172.04 
354.04 
465.56 


29,700.71 


23,847.29 


991.64 



Net gsan as 
adjusted. 



$15, 113. 77 
110,628.22 
18,941.54 
16,068.50 
21, 166. 12 
13,776.57 

6,845.06 



1 Loss. 



1 6 months aiding June 30. 



A comparison of the investment as determined by the Commission 
with the adjusted net income shows that in 1912 the rate of profit was 
3.2 per cent and in 1916 it was 5.3 per cent. Leaving the half year of 
1917 out of consideration^ it was found that the average rate of profit 



132 



REPORT ON PRIVATE CAR LINES. 



on the average investment for the five-year period was 0.5 per cent. 
The company charged depreciation on the book value of its equip- 
ment for the years prior to 1916 at the rate of 8 per cent but this rate 
was reduced to 6 per cent on the depreciated book value of the 
equipment in 1916 and 1917. 

In 1916 a dividend amounting to $100,000 was paid out of 
surplus and in 1917 another dividend of $18,000 was paid. A liqui- 
dation dividend of $139,863.23 was paid from surplus when the com- 
pany went out of existence in June, 1917. The surplus thus dis- 
tributed in these two years had been mainly accumulateci prior to 1912. 

Lihby, McNeill cfc Lilly. — This company owned 60 refrigerator 
cars and 36 tank cars in 1917 valued at $105^669.89. These cars are 
operated as a department of its packing busmess. The results from 
operating the cars of this company are included in the Swift Group 
for the reason that Libby , McNeill & Libby was a subsidiary of Swift 
& Co^untU 1918. During that year Swift & Co. divested itself of the 
ownership of Libby, McNeill & Libby bv distributing the stock which 
it had owned in that company among the stockholders of Swift & Co. 
The following income and expense statements for the years 1912 and 
' 1917 were submitted by the company. 

Table 56. — Comparative stateirient of incorne and expenses of Libby ^ McNeill & Libby 

• {car line department), 1912-1917. 

(Compiled from figures as reported by the company.) 





1912 


1913 


1914 


1915 


1916 


1917 


INCOME. 

Mileage and per diem earnings. . . 


$11,737.06 


$14,762.82 


$19,130.09 


$14,424.25 


$9,956.14 


$8,199.31 


EXPENSES. 

Car repairs and shop expense 






11,952.34 

3,587.35 

89.60 


12,484.25 

7,040.76 

159.85 


7,954.76 

26,304.88 

44.23 


11,519.84 


Depreciatian 






16,012.7S 


Taxes 














Total expense 


121,090.40 


115,081.33 


15,629.29 


19,684.86 


84,303.87 


26,532.5» 






Net loss 


9,353.34 


318.51 


* 3, 500. 80 


6,260.61 


24,347.73 1 18.333. 2& 






# 



1 Details of expenses not given. 



•Gain. 



It appears from the above table that the company lost money for 
each of the six years except in 1914, when a gam of $3,500.80 was 
reported. The net loss for the six years as reported amounted to 
$54,112.67. The comparatively large losses in 1916 and 1917 
amounting to $24,347.73 and $18,333.28, respectively, were due in 
part to a decline in revenue but primarily to an increase in the chaise 
lor depreciation. The decline in revenue was apparently due to the 
slower movement of its cars in the later years. The company re- 
ported that a rate of 6 per cent was regularly used in figuring depre- 
ciation charges, but the amounts charged for depreciation in 1916 and 
1917 apparently were at the rate of 27.8 per cent and 14.2 per cent on 
the book value of the cars, and were therefore excessive*as compared 
with previous years. According to the company's report the amoimta 
charged for depreciation per car were $35.52 in 1914, $80.01 in 1915, 
$346.11 in 1916, and $156.38 in 1917. If the depreciation charges 
were reduced to a proper amount the company's losses in 1916 and 
1917 would be considerably lower than tnose reported. The only 
information available by which the company's investment in the car 
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business could be determined is the amount reported as the book 
value of its car equipment. This was as follows for each of the six 
years: 

Value of car equipment of Lihhy^ McNeill 4? Lihhy^ as reported^ 1912-1917. 



Year. 



1912 
1913 
1914 



Book ralue of 
car equipment. 



$72,256.07 
131.9.31.37 
117,346.08 



Year. 



1915 
K16 
1917 



Book value of 
car equipment. 



$104,402.31 

£4 262.39 

105,669.89 



In view of the unsatisfactory reports submitted no attempt has 
been made to determine the rate oi loss for this company. 



MORRIS & CO. CAR DEPARTMENT. 

Morris & Co. operates its cars through a transportation depart- 
ment of the packing company without a separately incorporated 
car company. The company owned 2,731 tank and refrigerator 
cars at the end of 1917. Table 57 shows the investment reported 
by the company for the car line department as of December 31 for 
the years 1912 to 1917, inclusive, ^o liabihties were reported, and 
it is presumed, therefore, that the total assets as stated represent the 
company's actual investment in the car line department. Table '58 
shows the income and expenses as reported for the same period. 

Table 57. — Comparative statement of assets of Morris & Co. Car Department , 1912-1917* 

(Compiled from figures as reported by the company.) 



Assets. 



Buildings 

Machinery and fixtures 

Car equipment 

Inventory and puppli es 

-Bills and accounts receivable. . 

Total assets 



1912 



146,488.10 

41,549,90 

1,986,073.37 

60,465.26 

21,428.45 



2.155,005.08 



1913 



$46,488.10 

41,177.73 

2.220.397.5412 

60,739.01 

33.284.11 



2,402,086.49 



1914 



1915 



S46,488.10 

42,595.46 

2,353,552.27 

67; 958. 01 

21, 475 00 



2,522,068.93 



$46,488.10 
42,714.23 
2,507,227.53 
65,260.06 
8, 562. 68 



2.670,252.60 



1916 



$46,853 54 
42,822.91 
2,564.316.323 
72.088.95 
10,893.77 



2,736 975.49 



1917 



$46,853.54 

42.831.58 

,300,078.09 

105,839.43 
13,790.32 



3,509,392.96 



Table 58. — Comparative statement of income and expenses of Morris <Sc Co. Car De^ 

partm^nt, 1912-1917. 

(Compiled from figures as reported by the company.) 





1(12 


1S13 


1914 


1915 


1916 1917 


Income: 

Gross earnines 


$4.59.839.99 


$493,306 51 


$c03 747.72 


S601.524.37 


$605 . 030. 34 $642, 577. 86 








Expenses: 

Maintenance and repairs. . 
Denreciation 


194,872.39 

46,418.50 

3,584.95 

1, 652. 99 

44, 329. 28 


260.266.18 

137,455.81 

2,676.13 

1,781.63 

60,965.82 


294,587.32 

130.127,92 

3,231.48 

1, 519. 77 

45, 771. 11 


288,312.99 

146.817.20 

3, 724. 77 

1,501.50 

62,271.73 


298.199.87 

164,920.68 

3,917.21 

1,728.00 

64,619.14 


364.049.88 
167,961.13 


Taxes on car equipment. . . 
Insurance 


4,712.19 
1.364.00 


General expense 


112] 932. 74 






Total expense 


290,858.11 


453,146.57 


475,237.60 


492; 628. 19 


633,384.90 


651.019.94 








Net sain or loss 


168.961.88 


45,160.94 


28,510.12 


108,896.18 


71,645.44 


1 8, 442. 08 


Adjustments by the commis- 
sion: 
Add interest included in 
general expense 


31 435.00 


102.731.00 












Net gain as adjusted 


168,961.88 


45, 16a €4 


28,5iai2 


108,896.18 


103, 06a 44 


94,288.92 



iXx)ss. 
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The commission has adjusted the figures for 1916 and 1917, as 
shown in the above table, by adding back the interest charged by- 
Morris & Co. against its car line department. The interest diarges 
had been included in the general expense items for these years and 
deducted from the earnings of the department along with other ex- 
penses of operation. The interest charge fot 1917 amounted to; 
$102,731 and the net loss of $8,442.08 reported is converted there- 
fore into a net gain of $94,288.92 from operations for the year. The 
company did not report that any interest had been included in the 
general expenses for the years 1912tol915 inclusive, but a compari- 
son of the amounts of general expenses charged to operating ex- 
penses during those years with the amount charged for general expenses 
in 1917 would seem to warrant the conclusion that the general 
expense charges for the earlier years were unnecessarily hi^, due 
probably to the inclusion of interest charges. 

Comparison of the total assets as reported, which apparently 
represents the company's investment in its car line, with the net 
income from operations as adjusted, shows that the rate of profit 
earned was 7.8 per cent in 1912, 1.9 per cent in 1913, 1.1 per cent in 
1914, 4.1 per cent in 1915, 3.8 per cent in 1916, and 2.7 per cent in 
1917. The total amount of profit for the six vears was $548,918.48, 
or an average of $91,486.41 for each year. This represents an aver- 
age rate of 3.4 per cent on the investment. The company charged 
operating expenses for depreciation on its car properties at the rate 
of 3 per cent in 1912 and 6 per cent each year thereafter. 

CUDAHY PACKING CO. CAR DEPARTMENT. 

This company does not have a separately incorporated car cona*- 

fany. It operates its cars as a department of its packing business, 
t owned 1,454 cars on December 31, 1917. A comparative state- 
ment of assets and liabilities has been prepared, as shown in Table 
59, from the figures reported bv the company for the fiscal years 
1912 to 1917, inclusive. In Taole 60 is given the income and ex*- 

Eenses as reported for the same period. No revision or adjustment 
as been made in either of these tables to the figures submitted by 
the company. In Table 61 the Commission has made an adjustment 
to the results reported by the company for the interest which it had 
included in operating expenses. 

Table 59. — Comparative statement of assets and liabilities of the Cudahy Packing Co.^ 

Car Department, 1912-1917. 

(Compiled from figures as reported by the company.) 



ASSETS. 

Cash 

Aoeounts receivable 

Inventories 

Land 

Buildings and machinery . . . 
Car eqmpment , 

Total , 

LIABIUTIES. 

Capital employed in the bus! 

ness 

Accounts payable 

Total 



1912 



$83,560.22 

67,855.36 

171,769.04 

91, 151, 57 

106,019.32 

1,360,198.73 



1,880,554.24 



1,871,562.24 2 
8,992.00 



1, 880, 554. 24 



1913 



1114,554.45 

82,329.64 

153,934.06 

91, 151. 57 

99,642.73 

1,491,777.34 



2,083,389.81 



2,021,243. 
12, 146. 59 



222, 



2,033,389.81 



1914 



$141,516.67 

58,517.29 

114,554.25 

91, 151. 57 

102,185.62 

1,687,534.01 



2,195,459.41 



177,252.25 
18,207.16 



2,195,459.41 



1915 



$147,500.95 

65,593.58 

78,296.51 

91, 151. 57 

102,744.68 

1,682,775.01 



2,146,955.05 
22, 107. 25 



1916 



$108,784.92 

60,463.62 

116,562.37 

91,151.67 

103, 164. 17 

1,574,721.01 



2, 168, 062. 30 2, 064, 847. 66 



2,168,062.30 



2,031,052.56 
23,795.10 



2,064,847.66 



1917 



$85,266.74 

74,290.40 

245,119.93 

91, 151. 57 

103,485.24 

1,300,139.48 



1,890,453.36 



1,885,005.11 
14,448.25 



1,899,463.36 
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Table 60. — Ctymparatixe statement of edmings and expenses of ike Cudahy Packing Co., 

Car Department, 1912-1917. 

(Compiled from figures as reported by the company.) 



Mileacre earnings 

Supplies furnished other de- 
partments 

Miscellaneous earnings 

Sales 

Repair suppli^ and labor 

Tools 

Plant repairs 

Machinery repairs^ 

Power 

LabOT 

Operating expense 

Car renewals , 

Betterments , 

Scrap , 

Renair bills , 

Loading , 

Hooks 

Racks. 

Car deaning 

Salaries 

Traviding 

Simdries 

Stationery 

Arbitrary 

Fire insurance. 

Fire loss 

Accident insurance 

Insurance 

Taxes 

Rent 

Depredation and interest 

L<egal 

New and rebuilt cars 

General exx)ense 

Interior equipment 

Wrecked cars 

Ripsaw and crane 



Net gain. 



1912 



Dr. 



$177,186.11 
4,271.04 
300.28 
1,963.14 
7,137.88 



16,724.78 
3,500.00 



10,704.48 

18,171.63 

7,576.93 



1, 782. 50 



1,388.27 

428.04 
1,004.40 

3,885.24 

1,800.00 

108,872.31 



4,330.22 

4,405.09 

911.58 

33.90 



376, 437. 82 
59,424.81 



435,862.63 



Or. 



1423,098.06 
3, 181. 13 



9,583.44 



435,862.63 



435,862.63 



1913 



Dr. 



1165, 293. 44 
2,982.64 
6,417.45 



Or. 



$453,074.06 



863.20 
4,076.16 



7,675.47 
97,299.54 
6, 167. 55 
l,9t>4.42 
2,504.66 
3,898.06 

28.' 68" 

1,036.21 

13,573.61 

16, 589. 21 

25, 203. 09 

9,423.07 

5, 182. 49 

1,749.80 

2, 400. 77 

1,204.02 



22,090.01 



1,411.68 



3,883.04 

2, 400. 00 

131,683.07 



110,554.20 



508,971.97 
81,685.65 



590,657.62 



690,667.62 



590,657.62 



1914 



Dr. 



$134,083.57 
1,846.87 
4,053.92 



7,323.94 

69,861.22 

3,006.68 

1,230.20 

11,173.45 



1,921.00 

11,581.26 

15,501.56 

32,356.57 

7,008.27 

7,676.62 

1,684.01 

7,162.87 

1,230.98 



1,668.80 



4,842.18 

3,000.00 

125,994.57 

30.56 



454, 239. 10 
17, 160. 04 



471,399.14 



Cr. 



$440,991.71 



13,417.78 
6,274.75 



1,910.38 
8, 804. 52 



471,399.14 



471,399.14 
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■Comparative statement of earnings and expenses of the Cudahy Packing Co., 
Car Department y 1912-1917 — ^Continued. 



Mileage earnings 

Miscellaneous earnings 

Sales 

Repair supplies and labor. 

Tools 

Plant repairs 

Power 

Labor 

Operating expense 

Car renewals 

Betterments ... 

Scrap. 1 : 

Repair bills 

Calumet repair track 

Hooks , 

Racks. 

Car cleaniag 

Salaries 

Traveling .' . 

Sundr;ies 

Stationery 

Arbitrary 

Fire insurance 

Accident insurance 

Taxes 

Rent.. , 

Depreciation and interest . 
Legal 



1915 



Dr. 



Net gain. 



»119, 

i; 

58, 

I 



039. 77 
066.99 
716.63 
686.37 
986.94 
156.61 
202.57 
480. 11 



4 

14, 

1, 
129, 



806.90 
451.67 
777.29 
754.80 
896.20 
370.44 
654.05 
748.16 
341. 79 
177.24 
262.08 
894.00 
365.08 



426,836.69 
107,372.27 



534,208.96 



Cr. 



$512,484.51 
1, 185. 23 
8,359.07 



1, 746. 43 
10,433.72 



534, 208. 96 



534,208.96 



1916 



Dr. 



$98, 723. 
1,202. 
4,038. 
7,393. 
60,688. 
5, 107. 
2,850. 
6,870. 



81 
91 
91 
57 
96 
34 
97 
83 



1,905. 

2,388. 
19,353. 
13,886. 
25,045. 

8,359. 

6,490. 

1,024; 

4,741. 
679. 

1,362. 

5,253. 

2,400. 

108,352. 

6. 



90 
42 
46 
46 
61 
81 
51 
65 
33 
88 
06 
49 
00 
46 
00 



376,026.32 
108,305.93 



484,332.25 



Cr. 



$463,543.00 

6,930.15 
8,485.04 



4,634.61 
739.45 



484,332.25 



1917 



Dr. 



$103,428.80 

1,465.14 

4,607.68 

9,405.33 

45,729.05 

8, 212. 70 

11,767.63 

12, 175. 13 



23,067.08 

567.94 

4,824.12 

26, 109. 32 

15,523.10 

30,826.94 

15,730.84 

8,381.36 

760.36 

4,979.49 

803.32 

980.73 

6,927.39 

2,400.00 

117,045.39 

1,250.00 



455,968.83 



484,332.25 456,968.83 



Cr. 



$406,533.57 

I4,y27.01 

4,976.89 



13,926.96 



440,3:3.45 
115,605.38 



455,968.83 



1 Loss. 



Table 61. — Adjustments by the Commission to the net gain figures as reported by ike 

Cudahy Packing Co., car department, 1912-1917. 



Year, 



1912 

1913 

1914 

1915 

1916 

1917 

Total 



Net gain as 
reported. 



$69,424.81 
81,685.66 
17,160.04 
107,372.27 
108,305.93 
116,605.38 



358,343.32 



Adjustment 

for interest, 

included in 

e.xpense. 



$21,326.64 
38,189.82 
17,367.24 
16,384.66 
9,338.18 
23,063.44 



126, 609. 98 



Net gain as 
adjusted. 



$80,751.45 
119,875.47 
34,627.28 
123,756.93 
117,644.11 
7,468.06 



484,013.30 



iLoss. 
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This company showed a gain from the operation of its cars for each 
year after adjustment for interest charges had been made. Com- 
parison of the investment which is the item shown in Table 69 under 
the caption "capital employed in business/' with the adjusted 
profits as shown m Table 61 discloses the fact that the rate of profit 
was 4.3 per cent in 1912, 5.9 per cent in 1913, 1.6 per cent in 1914, 
5.8 per cent in 1915, 5.8 per cent in 1916, and 0.4 per cent in 1917. 
The total profit for the six years amounted to $484,013.30, or an aver- 
age for each year of $80,668.88. This represents a rate of about 4 
per cent per year on the average investment. 



WILSON CAR LINES. 

This company, which is a subsidiary of Wilson & Co. Inc., was 
organized for the purpose of owning and operating the cars used by 
Wilson & Co. Inc., in its packing business. Previous to 1916 the 
cars were operated by other companies controlled by Sulzberger & 
Sons Co., predecessor of Wilson & Co. Inc. The capital stock of 
the company on December 29, 1917, amounted to $700,000, of which 
amount the company reported that $700 had. been issued for cash 
and $699,300 for property. The company owned 1,966 cars in 1917; 
a few of these cars built as early as 1890 were still in operation. 

A comparative statement of the assets and liiabilities of the Wilson 
Car Lines for the fiscal years 1912 to 1917 inclusive, is given in Table 
62, and in Table 63 the income and expenses for the same period are 
also given. The figures stated in these tables represent tne figures 
reported to the Commission by the company without revision or 
adjustment. 

Table 62. — Cimiparativestaternentof assets arid liaHlities of Wilson Car Lines, 1912-1917, 

(Compiled from figures as reported by the company.) 



Assets. 

Railroad cars and equip- 
ment 

Less depreciation 

Less purchase money 
obligations ..'. 



Merchandise 

Accounts and bills re- 
ceivable 

Cash 

Prepaid expenses 

Prepaid interest and in- 
surance 

Prepaid interest 



LIABILITIES. 

Capital stock 

Bills payable 

Accounts payable. 
Surplus 



Sept. 28, 
1912. 



$1,703,890.21 
196,182.30 



1,507,707.91 
281, 963. 67 



1,225,744.24 
68,277.76 

307,996.92 

3, 893. 26 

20,121.87 



1,626,034.05 



250, 700. 00 
850,000.00 
204,689.71 
320,644.34 



1,626,034.05 



Sept. 27, 
1913. 



11,804,774.81 
107,353.17 



1,697,421.64 
372,641.35 



1,324,780.29 
100,196.50 

85,041.71 

2, 189. 25 

25,870.79 



1,538,078.54 



250,700.00 



871,509.92 
415,868.62 



1,538,078.54 



Dec. 26, 
1914. 1 



$1,879,944.95 
143, 260. 64 



1,736,684.31 
217,419.19 



1,519,265.12 
57,012.74 

72,966.14 

3,354.57 

13, 876. 61 



1,666,475.18 



250,700.00 
850,000 00 
145,365.28 
420,409.90 



1,666,475.18 



Dec. 25, 
1915. 



$1,878,218.18 
119, 718. 25 



1,758,499.93 

89, 718. 00 



1,668,781.93 
48,449.23 

57,630.25 
1,804.10 
4, 212. 59 



1,780,878.10 



250,700.00 
850,000.00 
162,147.96 
518,030.14 



1,780,878.10 



Dec. 30, 
.1916. 



$1,956,056.26 
40, 760. 56 



1,915,295.70 2,222,445.70 
40,046.76 



1,875,248.94 
66,137.19 

64,224.11 
304.81 



124.05 



«2, 007, 156. 10 



350,700.00 
850,000 00 
320,544.42 
485,911.68 



2,007,166.10 



Dec. 29, 

1917. 



$2,289,854.76 
67, 408. 97 



2,222,445.70 
61,597.35 

55,184.81 
3,987.50 



8.23 



2,343,223.68 



700,000 00 
850,000 00 
297,602.26 
495,621.42 



2,343,223.68 



1 Fiscal year changed from September to December 

2 Error of $1,117 in company's figures as reported. 
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Table 63. — Comparative sUUement of income and expenses of Wilson Car Lines {successor 

to C. B. T. Co.), 1912-1917. 

(Compited fnHn flgures as reported by the company.) 



Particulars. 


S«pt. 2S» 
1912. 


S^t. 27, 

1913. 


Dec. 26, 
1914.1 


Dec. 25, 
1915. 


Dec. 30, 
1916. 


Dec. 29, 

1917. 


Grass earnings from car mile- 
aee. etc - 


S383,«S4.00 


$375,844.67 


1464, 574. » 


$394,390.11 


©86,817.25 


S451. 712.42 


fM^-Vf VVV4. .<.•.•.••.•.•••••.... 




Dednct expenses: 

Car, mechanical, etc., ex- 
pense 


37,340.76 

65,947.67 

119,457.28 


38,891.53 

53,381.69 

139,727.38 


46,077.72 

54,314.27 

220,483.20 


38,462.34 

41,270.75 

155, 672. 11 


60, 588. 70 
35,939.05 
159,069.04 
60, 169. 79 
58,801.07 


65, 469. 86 


Administrative expense. . . 
Repairs 


53, 881. 96 

185,016.54 

61, 702. 21 


Depreciation 


Interest 


62,833.10 


67,366.57 


75, 158. 45 


61,364.67 


75,932.11 




Total Axpenses . . 


276,578.81 


299,357.07 


396,033.64 


296,769.87 


374,567.65 


442,002.68 




Profit from operations . . . 


106,045.19 


76,487.60 


68,641.28 


97, 620. 24 


12,249.60 


9,709.74 


Add or deduct: 

Capital assets reserve 






2 54,000.00 




54,000.00 




Provision made for out- 
standing liabilities in. 
previous vears written 
badk .' 




18, 73ft. 68 






A(^ustment reappraisal of 
tangible properties 








» 20, 256. 41 

2 78,403.48 

291.83 




Loss on sales CM dismantled 
equipment 












Expense adjustmeiit ao- 
count... 
























Net amount carried to 
surplus 


106,045.19 


95,224.28 


4,541.28 


97,620.24 


3 32,118.46 


9, 709. 74 





» Year ending Dec. 26, 1914, covers period of 15 months. 



* Deduct. 



' Loss. 



In determiiung the investment of the Wilson Car L^nes the Com- 
mission has used the figures for total assets reported by the company 
as shown in Table 62 and has first corrected them by making an 
adjustment for purchase money obligations which were deducted 
from the railroad cars and equipment account in their statement. 
The purchase money obligations are a liability of the company rep- 
resenting payments to be made for equipment purchased. The 
accounts payable have then been deductea as shown in the following 
table and the balance is considered as the investment. 

Table 64. — Investment of the Wilson Car Lints as estimated hy the Commission, 1912^ 

1917. 



Year. 



1912 
1913 
1914 
1915 

1916 
1917 



Total assets 

reported by 

the ccmipany. 



$1,626,034.06 
1,638,078.54 
1,666,475.18 
1,780,878.10 
2,007,156.10 
2,343,223.68 



Adjustment 
for purchase 
money obli- 
gations.^ 



$281,963.67 

372,641.36 

217,419.19 

89,718.00 

40,046.76 



Total assets 
as corrected. 



$1,907,997.72 
1,910,719.89 
1,883,894.37 
1,870,596.10 
2,047,202.86 
2,343,223.68 



Deduct 
accounts 
payable. 



$204,688.71 
2 21,509.92 
145,365.28 
162,147.96 
320,544.42 
297,602.26 



InvestmieaDt 
as estimated 

by the 
Cammissicp. 



$1,703,306.01 
1,889,209.97 
1,738,529.09 
1,708,448.14 
1,726,668.44 
2,045,621.42 



1 The purchase money obti^ations represent money owing by the company for equipment and are shown 
aa. the balance sheet as a deduction from the raibroad cars and equipment account. 

2 This item is shown on the c(»npaziy's statement as $871,509.92, out aUowaoce has been made for $850,000 
which is ksowu to rqwesent an item shofwn as bills payable for previous and subsequent years. 
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The income and expense statements submitted by the company 
as exhibited in Table 65 are divided into two parts. The first part 
represents the results from operations and the second part contains 
surplus adjustment items which the company adds or deducts each 
year from the net income from operations carrying the balance to 
surplus account. In the following table the Commission has made 
adjustments to the profit from operations as reported by the com- 
pany for interest and income taxes which it had charged to operat- 
ing expense. 

Table 65. — Adjustments by the Commission to the net income figures as reported by the 

Wilson Car Lines, 1912-1917, 



Year. 


Profit frc»n 

operations, 

per company's 

statement. 


Adjustment 

for interest 

charged to 

operating 

expense. 


Adjustment 

for income 

tax charged 

to operating 

expense. 


Net income 

from 

operations 

as adjusted. 


1912 


$106,045.19 

76,487.60 
68,541.28 
97,620.24 
12,249.60 
9, 709. 74 


$63,833.10 

67,356.57 
75, 158. 45 
61,364.67 
58,801.07 
75,932.11 




$169,878.29 
143. 844. 17 


1913 




1914 


?787.61 
26.86 


134 487.34 


1915 


159 011.77 


1916 


71 050.67 


1917 


85,641.85 






Total 


360,653.65 


402,445.97 


814.47 


763. 914. 09 







Comparison of the net income from operations with the invest- 
ment as adjusted has been made to determine the rate of profit 
realized by the company on this basis, and the rates are given in 
column 1 of the following statement. Calculations have been made 
also to determine the rate of profit on the net worth (capital stock 
plus surplus) and on capital stock alone and these are shown in 
columns 2 and 3 of the schedule. In figuring the rate of profit on 
the basis of net worth and on capital stock the balance of these " 
accounts at the beginning of the fiscal year has been used, and against 
this balance the Commission has applied the net income from opera- 
tions as reported by the company, and thus interest has been con- 
sidered as an expense, as it should be in such a computation. 

Rate of profit for the Wilson Car Lines, 1912-1917. 



Year. 


Rate of profit 

on investment 

(balance at 

end of year). 


Rate on net 

worth (balance 

at beginning 

of year). 


Rate on capital 

stock (balance 

at begmning 

of year). 


1912 


Per cent. 

10.0 
7.6 
7.7 
9.3 
4.1 
4.2 


Per cent. 

0) 

13.4 

28.9 

14.5 

1.6 

1.2 


Per cent. 
0) 


1913 


30.5 


1914 


a 23.0 


1915 


38.9 


1916 


4.9 


1917 


2.8 







1 Figures not available for calculation. 

« Rate based on company's figures after correction for income tax charged to operating expenses. 

The total net profit from operations for the six years as adjusted 
by the Commission amounted to $763,914.09 or an average profit of 
$127,319.01, which is equal to 7 per cent each year on the investment. 
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T. M. Sinclair & Co. (Ltd.).—T. M. Sinclair & Co. (Ltd.), of 
Cedar Rapids, Iowa, has been a subsidiary of Wilson & Co., Inc., since 
1913, having been acquired at that time by Sulzberger & Sons Co. 
which was the name oi the organization known since 1916 as Wil- 
son & Co., Inc. Prior to 1913 T. M. Sinclair & Co. (Ltd.) was an in- 
dependent company. The cars owned by it have been operated as 
a department of the packing business under the name of the Ce- 
dar Kapids Refrigerator Line. The company owned 138 cars on 
December 31, 1917, with a reported value on that date of $69,588.25. 
No balance sheet was submitted by the company, but the follow- 
ing statement of income and expenses for the six-year period from 
1912 to 1917 indicates that the company lost money in each year 
with the exception of 1914, when a small gain of $1,495.03 was re- 
ported. ' The net loss for the six years amounted to $19,109.34. 

Table 66. — Comparative statement of income and expense of T. M.Sinclair <Ss Co. (Ltd.) 

(Cedar Rapids Refrigerator Line), 1912-1917, 

(Compiled from figures as reported by the company.) 



INCOMK. 



Mileage 

Car rental. , . . 
Miscellaneous. 



Total. 



EXPENSES. 



Repairs 

Mechanical expense. 

Depreciation , 

Car rental 

Car expense 

Expenses 

Tax 



Total.... 
Net loss. 



1912 



1913 



$39,134.84 



39, 134. 84 



15,621.30 



4,007.21 
13, 727. 58 



7,259.21 



40,615.30 



1,480.46 



$33,924.74 



33,924.74 



14,011.38 



3,529.34 
12,635.00 



5,419.20 



35,504.92 



1,670.18 



1914 



$39,268.57 



39, 268. 57 



15,447.96 



4,164.62 

15,178.48 



2,982.48 



87,773.54 



1 1, 495. 03 



1915 



$42,623.83 



42,623.83 



23,500.09 



3,918.49 
18,408.53 



3,295.22 



49,122.33 



6,498.50 



1916 



$43,689.95 
386.00 
687.95 



44,763.90 



20,309.70 

2,038.38 

4,681.51 

17,978.20 

509.87 

2,432.19 

308.49 



48,258.34 



3,494.44 



1917 



$35,677.38 

309.00 

2,110.83 



38,097.21 



16,035.36 

1,999.92 

4,371.00 

20,049.05 

402.54 

2,419.48 

280.65 



45,558.00 



7,460.79 



I Gain. 
Note. — The profits and losses here shown are exactly in accord with those reported by the company. 

COMPARATIVE STATEMENT OF RATES OF RETURN, GROUPED BY RE- 
FRIGERATOR CAR LINES AND STOCK CAR LINES. 



The average rate of profit realized on the investment from 1912 
to 1917 by each of the private car lines owned and operated by the 
Big Five packers is shown below. The refrigerator car lines have 
been thrown in one group and the stock ciar lines in another, to bring 
out the very different rates of return in the two kinds of businesses. 

Explanations have already been given covering the methods used 
by the Commission for determining the investment, and of the adjust- 
ments made to the reported net income figures of each company irom 
which the rates below were computed. 
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Rates of profit on investment earned by the private car lines owned and operated by th^ 

Big Five packers, 1912-1917. 

[Based upon the Commission's revision of the reports submitted by the companies.] 



Refrigerator car lines: 

Armour car lines, 1912-1914 

Armour car department, 1915-1917 

Fruit Growers Express Inc., 1915-1917 

Swift Refrigerator Transportation Co. , 1912-1917 . 

. Morris & Co. car department, 1912-1917 , 

Cudahy Packing Co. car department, 1912-1917. . 
Wilson car lines, 1912-1917 , 

Weighted average 

Stock car lines: 

Swift Live Stock Transportation Co., 1912-1917. . 

National Manufacturing Co., 1912-1917 

Western Live Stock Express Co., 1912-1916 , 

Weighted average 



Average 
rate. 



Per cent. 
8.2 
4 

17.9 
12.1 
3.4 
4 



•4.8 



74.5 

16.9 

.5 



11.9 



1 Loss. 



It is apparent that the stock car hnes were the most profitable 
since their average rate of return on the investment was 11.9 per 
cent as against an average rate of 4.8 per cent for the refrigerator 
car lines. The Fruit Growers Express inc., which operates refriger- 
ator cars, shows a higher average rate of return than the average 
rate of the stock car Imes, but tins is largely due to the fact that the 
returns of this company included profits from refrigeration. If the 
Fruit Growers Express Inc., be eliminated from the group operating 
refrigerator cars, the average rate for the group would be 3.3 per cent. 

The mileage rates allowed for stock cars is lower than for refriger- 
ator cars, but, judging from the higher average rate of return reahzed 
on the investment by the stock car lines, this disadvantage was 
apparently more than offset by the fact that the cost of stock cars 
was much lower, and consequently charges for depreciation and 
repairs were also lower than for refrigerator cars. 

CAR LINES OF INDEPENDENT PACKERS. 

Reports received by the Commission for 1917 showed that 21 
independent packing companies owned only 9.3 per cent of all the 
car equipment owned by packing companies, while 90.7 per cent was 
owned by the Big Five packers. This included beet cars, other 
refrigerator cars used in the packing business, stock cars, tank cars, 
and miscellaneous equipment. It was found, however, that the 
independent packers owned only 6.9 per cent of the '* brine-tank 
refrigerator cars" adapted to the shipment of fresh beef and carcass 
meats, which represents nearly 75 per cent of the total car equipment 
owned by the packing companies, while the Big Five packers owned 
93. 1 per cent of these cars. The number of refrigerator cars owned by 
independent packers ranged from 3 cars for a few companies to 547 
reported by the largest of the independent companies. Only six 
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of the independent packing companies reported an ownership of more 
than 100 refrigerator cars, and the combined ownership of these six 
companies represented about 80 per cent of all the cars owned by the 
independent packers. All but a few of the independent packing 
companies found it impossible to submit a detailed statement c3 
assets and liabilities and of income and expenses, covering the 
operations of their private cars, as most of them did not segregate 
these items on their accounting records with sufficient exactness and 
detail to make this possible. 

Although the small independent packing companies do not operate 
a sufficient number of cars to make a comparison of their operating 
results with the Big Five packers of mucli value, three companies 
have been selected from the six independent companies owning more 
than 100 refrigerator cars and their financial results are given in the 
following pages of this chapter. These companies are the Kingan 
Refrigerator Line, the Cudany Milwaukee Ken-igerator Line, and the 
Morrell Refrigerator Car Co. The reports of these companies, 
although not complete in some respects, were selected because they 
seemed to more adequately cover the information needed to judge 
the rate of return than did the reports of the other independent 
companies in this group. 

IGngan Refrigerator Line, — This company is separately incorpor^ 
a ted and is engaged in operating the cars used by Ejngan & Co. (Ltd.). 
The company operates almost entirely on borrowed money, as the 
capital stock is only $10,000 whereas total assets of the company were 
reported on OctolJer 31, 1917, at $598,657.47. This company owns 
and operates more cars than any of the other independent packing 
companies, the number reported as owned in 1917 bemg 562, of which 
547 were refrigerator cars. 

The repoxts of the company showed that the total operating income 
for the six-year period, 1912 to 1917, amounted to $605,645.40. The 
total expenses for the same period were $601,355.29, thus showing- 
an excess income of $4,290.11. The expenses for the six years in- 
cluded, however, interest charges amounting to $135,772.50 and income 
taxes of $684.79. In determining the rate of return on the total 
investment, adjustment must be made for the interest and income 
taxes which were included in expenses. After making these adjust- 
ments the net operating income for the six-year period was $140,747.40, 
which is equal to an average yearly net mcome of $23,457.90. This 
represents a return of 4.7 per cent on the total investment. The 
return on the basis of the capital stock issued after allowing interest 
as an expense but before deauction of income taxes averaged 8.3 per 
cent for each of the six years under review. The company included 
in its expenses during the six years total charges for depreciation 
amounting to $130,029.22. Depreciation has been provided each year 
in accordance with the Master Car Builders Rules, and in addition 
thereto provision has been made for the difference between the book 
value oi cars and the amount realized in the event of a sale or wreck 

Cudahy Milwaukee Refrigerator Line, — This line is operated by and 
is simply a department of the Cudahy Bros. Co., a packing company 
of Milwaukee, Wis. In 1917 the company owned and operated 244 
cars. The only revenue to the car department is for mileage. The 
reports for the years 1912 to 1917 show that a total of $246,685.98 
was received from this source.. The total net gain for the six years 
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was reported as $103,986.13, but this was before any allowance had 
been made for depreciation. If an allowance of $55,000 for deprecia- 
tion for the six years be made, which would be equal to a rate of 6 
per cent on the average investment in cars as shown by the com- 

?any's balance sheet, and is the rate used by the Swift Refrigerator 
ransportation Co., the net gain from operations would be approxi- 
mately $49,000. This woula be equal to an average yearly rate of 
4.7 per cent on the total investment. 

MorreU Refrigerator Car Co, — ^This company is not incorporated 
but is engaged m operating the cars used m ite packing busmess by 
John Morrdl & Co., of Ottumwa, Iowa. The entire revenue of the 
car operating company is from mileage. According to the company's 
reports the net earnings from operations for the four-year period, 1914 
tol91 7 inclusive, amounted to $159,896.20. Interest charges totaling 
$10,876.95 were included in the expenses however, so that after 
adjustment for this item the net operating income would be $170,- 
773.15, or an average yearly income of $42,693.29. No provision for 
depreciation was made during the four-year period, hence the net 
operating gain would actually have been considerably less than the 
amount reported had depreciation been included as an expense. 
The company did not submit a statement of its assets and liabilities, 
but a report was submitted showing the cost of cars owned and 
operated from 1914 to 1917. The average cost of the cars for the 
period was slightly leas than $263,000. It the cars were depreciated 
according to Master Car Builders Rules, $52,500 should be allowed 
for depreciation. This would leave net income from operations of 
$118,273.15, or an average yearly income of $29,568.29. The aver- 
age return on the basis of the average cost of the cars would be 11.2 
per cent for the period. 



CHAPTER 4. 

PACKER ICING STATIONS. 

In this chapter consideration is given to the methods of refrigera- 
tion in the transportation of meats and meat foods and the operation 
of packer-owned icing stations. Chapter 4, Part III, will consider 
the subject of refrigeration as applied to fruits and vegetables. 

Beef cars ecjuipped with brine tanks require crushed ice to which 
salt is added in order to secure a brine solution which will produce 
a lower temperatiu'e than can be procured with ice alone. Fruit and 
vegetable cars, on the other hand, are equipped with bunkers in 
which block ice is used without salt. Fresh meat and some packing- 
house products require a temperature averaging freezing degrees, 
although the actual range may be anywhere from 15^ to 36*^ F. 
A temperature must be maintained that will keep fresh meat chilled 
and frozen beef frozen. Dressed poultry at the present time is prac- 
tically all shipped dry packed and requires the same temperature as 
fresh meat. Other dairy products such as butter, eggs, cheese, and 
mUk do not require so low a temperature as meat proaucts and are 
therefore usually shipped in ventilator refrigerator cars in which ice 
alone is used. Fruits and vegetables may be safely transported at 
temperatures ranging from 36° to 40° F., or even higher, and for 
refrigerating these perishables ice alone is used. Some packing-house 
proaucts, and some vegetables also, require little or no refrigeration, 
ventilation being all that is required in the latter case. The practice 
of adding a small percentage of salt to the block ice used in a venti- 
lator refrigerator car is growing in favor. A lower temperature is 
obtained and a smaller amount of ice is used. 

For the refrigeration of perishables in transit, natural ice is prefer- 
able to manufactured ice for the following reasons: 

1. Natural ice may usually be harvested at a lower cost than that 
for which artificial ice may be manufactured. 

2. Natural ice melts more slowly and more uniformly than manu- 
factured ice. The latter in melting becomes honeycombed or melts 
in streaks. Holes form extending far into the cake, with the result 
that a greater surface is exposed to the air, and meltage therefore 
takes place more rapidly than when the cake melts evenly. 

3. The recent shortage of ammonia has further encouraged the 
use of natural ice. Through action of the National Association of 
Ice Industries a number of ice-manufacturing plants were shut down 
during 1918 in order to conserve ammonia. It is deemed advisable, 
therefore, both from the standpoint of economy in production ana 
also of efficiency in refrigeration service to use natural ice wherever 
conditions permit. 

Ice for brine-tank icing is usually crushed by machines; the cost 
of this operation, estimated by the National Association of Ice 
Industries, ranges from 50 to 75 cents per ton. In addition to the 
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cost of crushing the ice there is considerable loss by increased meltage 
in crushed ice. 

The ice may not be crushed when and as needed, but miist be 
prepared and kept in reserve waiting the arrival of the cars to be 
icea, the number of which is sometimes imcertain, as is also the time 
of arrival. The crushed ice is conveyed from the ice house to the 
car, by means of carts. A common practice is to compute the amount 
of ice put into the brine tanks of a car by the capacity of a cart 
that may have been loaded with crushed ice some hours before the 
arrival of the car. A cart wUl hold on the average a little over 
. three cakes of ice, or approximately 1,000 pounds. Although these 
carts may be kept in the ice house until needed, considerable melt- 
age occurs for which the shipper or railroad has to pay. The quan- 
tity of salt used is also customarily determined by a measure of 
capacity instead of by actual weight. The unit of measure is usually 
the content of a shovel, which at the Altoona station of the UtiUty 
Operating & Supply Co. (Inc.), for example, is estimated to hold 
28 poun&. 

Some of the Big Five packers, besides owning an adequate supply 
of beef refrigerator cars, also own and operate icing stations located 
advantageously in ofiicial classification territory between East St. 
Louis, Chicago, and the Atlantic seaboard and north of the Ohio 
and Potomac Rivers. 

Prior to November, 1914, when the company was dissolved and 
all its beef, taiik, and miscellaneous cars were turned over to Armour 
.& Co., shipper. Armour Car Lines operated 18 icin^ stations and 
platforms,^ owned 7 stations leased to and operated hy ice compa- 
nies,2 and had a 25 per cent interest in 4 stations operated by Swift 
& Co.^ Ten icing platforms were turned over to tne Fruit Growers 
Express (Inc.) for operation when that company was incorporated, 
November 5, 1914.* 

t Icing stations and platforms owned and operated by Annoar Car Lines in 1914: A^bom, Ga., Georgia, 
Southern & Florida Railroad; Atlanta, Ga., Seaboard Air Line and Atlanta, Birmingham & Atlantic 
Bailroad; Au?iista, Ga., Georgia <fe Florida Railroad; Benton Harbor, Mich., Pere Marquette Railrcad; 
Benton Harbor, Mich.. Cleveland, Cincinnati, Chicago & St. Louis Railroad; De Queen, Ark., Kansas 
City Southern Railroad; Douglas, Ga., Georgia & Flwida Railroad; High Springs, Fla., Atlantic Coast 
Line Railroad; Michigan City, Ind., Fere Marquette Railroad; Marshallville, Gai, Central of Georgia 
Railroad: Meggetts, S. C. Atlantic Coast Line Railroad; Mena, Ark., Kansas City Southern Railroad; 
Richland, Ga., Seaboard Air Line Railroad; Rome, Ga., Southern Railroad; Toccoa. Ga^^ Southern Rail- 
road; Altoona, Pa., Pennsylvania Railroad; Columbus, Ohio, Pennsylvania Railroad; East St. Louis, 
ni.. Terminal Railroad of St. Louis. 

s Stations in 1914 owned by Armour Car Lines but leased to and operated by the following ice companies: 



Operating company. 


Location. 


Railroad. 


Atlantic Ice & Coal Corporation 

Do 


Atlanta. Ga 


Louisville & Nashville. 


do 


W estem & Atlantic. 


Do 


West Jacksonville, Fla 

Cinfiinp?it.i , Ohio 


Seaboard Air Line. 


The Ice Delivery Co 


Cincinnati, New Orleans & Texas 


Consumers' Ice Co 


Grand Rapids, Mich 

Norfolk, Va 


Pacific. 
Pere Marquette. 


Portsmouth Ice & Coal Co 


Norfolk & Portsmouth Belt I4ne. 


Mutual Ice Co 


Potomac Yards. Va 


Washington Southern. 









« Delrav, Mich., Wabash Railway Co.; Nashua, N. H^ Boston & Maine Railroad; Newport, Vt., Cana- 
dian Pacific Railway Co.; Havelock, Ontario, Canadian Pacific Railway Co. 

* Icing platforms owned and operated by Fruit Growers Express (Inc.) since Nov. 5, 1914: Ben- 
ton Harbor, Mich., Pere Marquette Railroad; Benton Harbor, Mich.. Cleveland. Cincinnati, Chicago & 
St. Louis Railroad; Fort VaJey, Ga., Central of Georgia Railroad; Jacksonville, Fla., Atlantic Coast Line 
Railroad; Michigan Citv, Ind., Pere Marquette Railroad; Marshallville, Ga., Central of Georgia Railroad, 
Meggetts, S. C, Atlantic Coast Line Railroad; Muskegon, Mich., Pere Marquette Railroad; Rome, Ga, 
Southern Railroad; Toccoa, Ga., Southern Railroad. 



114757**— 20- 



-10 



146 REPORT ON PRIVATE CAR LINES. 

Three stations, located at East St. Louis, 111., on the tracks of the 
Terminal Railroad; Columbus, Ohio, on the Pittsburgh, Cincinnati, 
Chicago & St. Louis: and Altoona, Pa., on the Pennsylvania, were 
turned over to the Utility Operating & Supply Co. (Inc.), a sub- 
sidiary of Armour & Co., incorporated November 2, 1914, for the 
purpose of operating these stations.^ The 25 per cent interest held 
oy Armour ec Co. in the stations operated bv Swift & Co. was also 
turned over to the Utility Operating & Supply Co. (Inc.). 

Swift & Co. at present owns and operates five stations located in 
official classification territory and Canada. These stations are as 
follows: Coteau Junction, Province of Quebec, Canada, on the 
Grand Trunk; Kamer, N. Y., on the New lork Central; Mahoning, 
Pa., on the Lehigh Valley ; Manchester, N. Y., on the Lehigh Valley; 
Port Huron, Mich., on tne Grand Trunk. 

It operates three stations, located at Delray, Mich., on the Wabash; 
Nashua, N. H., on the Boston & Maine; and Newport, Vt., on the 
Canadian Pacific, for the interest jointly of Swift & Co. (58J per 
cent), Armour & Co. (25 per cent), and Morris & Co. (16 J per cent). 

The station at Havelock, Ontario, on the Canadian Pacific Rail- 
way, formerly operated by Swift & Cq. for the interest jointly of 
Armour, Morris, and Swift, was sold to the railway company January 
6, 1915. Operation of this station was discontinued because the 
Canadian Pacific Railway Co. improved and straightened its road. 
This improvement resulted in a short cut that eliminated Havelock 
on through shipments, and therefore the station was no longer of 
use. The railway company erected a station on the cut-off at 
Trenton, Ontario, which it operates at the present time. 

Wilson & Co. (Inc.) and The Cudahy Packing Co. do not own, 
operate, or have any interest in icing stations or lacihties. 

UTILITY OPERATING AND SUPPLY CO. (iNC). 

The UtiUty Operating & Supply Co. (Inc.) was incorporated 
November 2, 1914, and has operated three icing stations untd ^uite 
recently. Previous to its organization car reirigeration and icing 
in transit were performed by the Armour Car Lines. At the hear- 
ings before the Interstate Commerce Commission (1913-14) the 
Armour Car Lines objected to being classed as a common carrier, 
F. W. Ellis, representing the car lines as a witness, refusing to reply 
to questions that would serve to include the car lines in the ca tego ry 
of common carriers, as set forth in detail in chapter 4, Part I. miile 
the suit was pending, Armour Car Lines was dissolved and the dis- 
position of its cars and icing stations made as previously explained 
m this chapter. The reason given by Armour & Co. for the distri- 
bution of its equipment was principally to bring the cars and equip- 
ment used in its meat industry directly imder the control of Armour 
& Co. as shipper. The other branches involving instrumentalities 
of transportation were turned over to the two newly incorporated 

1 The station at Altoona was operated by the utility Operating & Supply Co. until June 17, 1918, when 
it was sold to the Pennsylvania K. R. Co. The stations at East St. Louis and Columbus were operated 
by the Utility Co. until Febru£^y 1^^919, when they were sold to the Terminal Railroad Association and 
the Pennsylvania Lines, respectively.^ 



REPORT ON PRIVATE CAR LINES. 147 

companies (Fruit Growers Express and the Utility Operating & 
Supply Co.), as already explained.^ 

The Utility Operating & Supply Co. is capitalized for $25,000. 
The stockholders, with the number of shares neld by each and his 
position, are the following employees of the Utility Co. and of Armour 
& Co. 

Shares. 

G. D. Taylor, president 75 

J. E. Hartwell, secretary-treasurer 75 

H. K. Crafts, commerce counsel for Armour & Co 55 

Geo. E. Cook, vice president 35 

A. G. Kitchen 10 

Total 250 

The entire stock held bv the aforementioned individuals is, ac- 
cording to the statement oi the president of the company, "held for 
the ultimate benefit of Armour & Co.'' 

The station at East St. Louis is situated on the tracks of the Ter- 
minal Railroad Association and has accommodations sufficient for 
icing approximately 12 cars at a time. The present lease for the 
land on which the station and other facilities are erected was made 
September 9, 1915, and was to extend from the 1st of November 
for a period of five years. The property so leased has on it an icing 
station, platform, tracks, and equipment for car icing, all owned by 
the Utility Operating & Supply Co. (Inc.). The rental for the real 
estate is a nominal one of $1 per year. The Utility Operating & 
Supply Co., however, is obliged to pay all taxes and assessments of 
any sort on the property covered by the lease. 

The icing station at Columbus, Ohio, is situated on the tracks of 
the Pittsburgh, Cincinnati, Chicago & St. Louis Railroad. The 
station is equipped for the icing of two trains of 17 cars each at the 
same time. According to the original lease held by the Armour 
Car Lines the rental per year was then $5. When the lease was 
assigned to the Utility Operating & Supply Co. (Inc.) the rental 
was increased to $600 per year. 

The Altoona station is situated at Juniata, a mile or two from 
Altoona, on a tract of land of approximately two acres, leased from 
the Pennsylvania Railroad Co. The platform will permit the icing 
of about 12 cars at a time. The equipment comprises an icing 
station, platform, office, dwelling, and a coal shed. The rental 
paid the railroad company is only $1 a year. 

The company does not harvest or manufacture any ice. All ice 
used at its stations is either purchased under contract from harvesters 
of natural ice, in which case the ice is hauled to the icing station 
when cut, and stored, or it is secured from ice manufacturers and 
delivered as desired in specified quantities. The price both for 
natural and manufactured ice varies considerably even over a period 
of one year. 

An interesting feature of some of the contracts between the Utility 
Operating & Supply Co. (Inc.) and the ice companies is contained 

1 It is probable that the reorganization was made at that time \Yith a view to soh*ing the questions raised 
by the Interstate Commerce Commission: 1. Shall a shipper company be permitted to ioe both its o\hti and 
competitor cars? 2. Shall a sliipper company be permitted not only to own cars for its individual use 
but at the same time lease them to competitors and other shippers? 
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in a section regarding the sale of ammonia by Armour & Co. to the 
ice company. The section reads as follows: 

The ice company hereby agrees to buy from Armour & Company and the Utility 
Operating & Supply Company hereby agrees to be caused to be sold to tho ice company, 
such ammonia as the ice company's business may require during the life of this con- 
tract, provided Armour & Company's price is as low as competitor's price for the 
same grade of ammonia, and in the event of competitor's price being lower than 
Armour & Company price for ammonia, Armour and Company shall be afforded an 
opportunity to meet the competition. 

This section was regularly included in practically every contract 
between the Utility Operating & Supply Co, (Inc.) and the various 
ice companies from which it purchasea ice up to about the year 
1917. In recent contracts, however, it has been omitted for no 
apparent reason unless it be that Armour & Co. was able to secure 
the ammonia orders without the reciprocal arrangement, or that 
its output was sufficiently in demand that it was not required to 
make any extraordinary effort in effecting sales. 

Table 67 shows the combined balance sheet for the Utility Operat- 
ing & Supply Co. for the fiscal years 1915 to 1917, inclusive. 

Table 67. — Utility Operating <& Supply Co. (Inc.), balance sheet, 1915-1917. 



ASSETS. 

Capital assets: 

Buildings and machinery 

Equipment 



Total capital assets. 



Current assets: 

Inventory miscellaneous supplies. 

Armour & Co. loan account 

Accounts receivable 

Cash on hand and in banks 

Deferred items 



Total current assets. 
Total assets 



Current liabilities: 

Accounts payable . 

Bills pavaole 

Capital liabiUties: 

Capital stock 

Surplus 



U ABILITIES. 



Total liabilities. 



Oct. 30, 1915. 



(34,828.15 
2,107.35 



36,935.50 



10,064.73 



74,696.05 

8,809.68 

508.55 



94,079.01 



131,014.51 



12,078,70 
18,741.90 

25,000.00 
75,193.91 



131,014.51 



Oct. 28, 191G. I Oct. 27, 1917. 



$29,679.04 
1,970.31 



31,655.35 



6,033.38 
69,000.00 
69,451.59 

2,020.00 
898.35 



137,403.32 



169,058.67 



13,827.48 



25,000.00 
130,231.19 



169,058.67 



$36,762.68 
2,399.67 



29.162.35 



15,204.06 
104,000.00 

49,276.49 
3,156.42 
1,066.40 



172,723.37 



201,885.72 



20,296.43 



25,000.00 
156,589.29 



201,885.72 



It will be noted from the balance sheet that the valuation of the 
capital assets decreases approximately $8,000 in three years. This 
is due to the depreciation written on on buildings and machinery. 
The accumulated surplus of the company for three years' operation 
amounted, on October 27, 1917, to $156,589.29. Since issuing the 
foregoing statement, the company on April 23, 1918, paid a dividend 
of $90,000, 
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Table 68 gives a condensed statement of the income account fur- 
nished the commission by the Utility Operating & Supply Co. : 

Table 68. — Utility Operating dc Supply Co. {Inc.), income account, 1915-1917} 





Oct. 30, 1915. 


Oct. 28, 1916. 


Oct. 27, 1917. 


Earnings: 

Net sales 


1137,201.32 


$117,728.16 

918.27 

12.763.81 


$112, 348. 75 


Net interest collected 


3. 877. 62 


Net lea.<?Ad <V^r eaininp^ > , 


11,006.18 


4,588.98 






Gross earnings 


148.207.50 


131,410.24 


120, 815. 25 






Expenses: 

Repair and maintenance 


4,612.62 

4,987.52 

39,592.51 

11,195.56 


4.811.85 

5,203.05 

41,757.10 

11,006.58 

504.00 

4,641.21 

6,710.40 


5, 783. 40 


Depreciation 


5, 232. 33 


Labor 


52,924.69 


Ftftlarie-s 


14,099.92 
724.75 


Rent 


Taxes and insiirance, , 


4,384.98 
6,441.01 


4,384.08 


General expenses .... 


7,265.55 




Total expense 


71,214.20 


74,634.19 


90, 415. 13 






Net eamin(!s 


76,993.30 
1,125.97 


56,776.05 


30, 400. 12 


Other income 










Net income 


78.119.27 


56.776.05 


30, 400. 12 






Deductions: 


2,873.03 
52.33 






Income, excess profits, and capital stock tax 


1,738.77 


4,042.02 






Total deductions 


2,925.36 


1,738.77 


4,042.02 






Net available for dividends 


75,193.91 


55,037.28 


26,358.10 





1 Tbis statement is condensed from a statement submitted to the commission by the company. The net 
profit shown here is the same as reported by the company. 

» This income represents mileage received from 150 stock cars leased from the Streets Co. for use of the 
New York Butchers Dressed Meat Co. in the shipment of stock from Chicago to New York. The Utility 
Co. pays a rental to the Streets Co. of 40 cents per car per day and receives credit for all the mileage made 
by these cars. 

This statement includes, in* addition to the profits derived from 
the operation of icing stations, the profit from two feeding stations 
situated on the Fort Wayne division of the Pennsylvania Lines, 
one at Fifty-first Street, Chicago, and the other at Clarke, Ind. 
These feeding stations handle feed and bedding for the purpose of 
caring for live stock in transit. The station at Fifty-first Street, 
Chicago, also sells sand and gravel. This station pays a rental of 
$233.34 a year for lease of the land on which it is situated. Profit 
from the operation of these stations for the fiscal year 1917 was 
$2,055.36 for the Clarke station and $4,124.70 for the station at 
Chicago. Operation of the station at Clarke, Ind., was discontinued 
June 1 , 1918. The icing stations at Columbus and Altoona have been 
the most profitable and in no year during the past three have they 
been operated at a loss. The station at East St. Louis, however, 
operated' at a loss of approximately $4,000 in 1917. It will be seen 
from the income account that the company made a large profit each 
year amounting to $75,193.91 in 1915, $55,037.28 m 1916, and 
$26,358.10 in 1917. This amounts on the average to 200 per cent 
on the capital stock for each of the three years, or 36 per cent on the 
net investment. 

The Utility Operating & Supply Co. (Inc.), as stated in a footnote, 
leases stock cars from the Streets Co. for the use of the New York 
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Butchers Dressed Meat Co., a subsidiary of Armour & Co., located 
in New York City. It will be noted that the earnings of the Utility 
Co. are increased, hj the mileage from the operation of these cars. 

Table 69 is an estimate of the total cost for furnishing ice and salt 
per ton of ice used in the car for the three stations for three years : 

Table 69. — Estimated costs of ice and salt per ton of ice used at icing stations of Utility 

Operating & Supply Co. {Inc.), 1915-1917, 



Station and year. 

• 


Average 

cost ice 

per ton 

at station. 


Average 
cost salt 
per hun- 
dredweight 
at station. 


Average 
pounds 

salt used 

per ton 

ice. 

62.83 
59.48 
52.74 

91.59 

78.02 
76.28 

48.56 
82.12 
83.49 


Cost ice 
and salt 
per ton 
ice at 
station. 


Overhead 

expense 

per ton 

ice used. 


Melt age 

loss per 

ton ice 

used. 


Total cost 
ice and 
salt per 

ton ice in 
thdoar. 


Altoona: 

1915 


$1.53 
1.66 
1.86 

1.19 
1.36 
1.40 

1.22 
1.28 
1.51 


10.212 
.214 
.235 

.176 
.187 
.204 

.206 
.223 
.229 


$1.66 
1.79 
1.98 

1.35 
1.51 
1.56 

1.32 
1.46 
1.70 


$0.85 

.89 

1.08 

1.22 
1.28 
1.39 

1.15 
1.31 
1.67 


$0.03 
.05 
.14 

.02 
.W 
.06 

.oas 

.22 
.31 


$2.54 


1916 


2.73 


1917 


3.20 


Columbus: 

1915 


2.59 


1916 


2.86 


1917 


3.01 


East St. Louis: 
1915 


2.47 


1916 


2.99 


1917 


3.68 







Table 69 shows that the average cost of ice per ton delivered to 
each station increased uniformly for the three years. The uniformity 
is probably due to the fact that these stations are operated under 
similar conditions so far as the securing of ice is concerned. The 
increase itself is undoubtedly due to the general increase in material 
and labor costs. Included in the cost of ice is the cost of freight, 
switching, storage, and cost of handling the ice into the station. 
In order to secure the average cost of the ice and salt together, the 
average pounds of salt used per ton of ice was taken and the cost of 
this average amount of salt was added to the cost per ton of ice. 
To this total was added the overhead expense per ton of ice and also 
the meltage loss apportioned on the basis of the number of tons of 
ice used. The total of all these items, namely, the cost of ice and 
salt per ton of ice used, overhead per ton of ice, and meltage loss per 
ton of ice gives the total cost oi ice and salt per ton of ice deliv- 
ered in the car. Both the cost of ice and salt and the overhead 
expenses per ton have increased materially in the past three 
years. The loss from meltage was particularly great at East St. 
Louis. A loss of 31 cents per ton of ice used is unusally high, for 
ordinarily the loss from meltage does not exceed 10 per cent of the 
total ice used. Through some unusual circumstances, therefore, the 
loss from meltage at the East St. Louis station increased the expenses 
of icing for the year 1917 much more than should be the case under 
normal conditions. 

The charge for icing meats and packing-house products at East 
St. Louis has been $2.50 per ton of ice. The charge for icing fruits and 
vegetables, on the other hand, has been $3.50 per ton. These are 
the charges made to the railroad which in turn makes the same charge 
to the shipper. It is seen from Table 69, therefore, that the cost for 
furnishing the service in the former case has been considerably 
greater during the past two years than the charges for the service. 
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This explains the operating loss for this station. At Altoona and 
Columbus, on the other hand, the Utility Operating & Supply Co. 
(Inc.) has been operating at a profit. At these stations the com- 
pany has a special arrangement with the Pennsylvania Lines whereby 
the railroad company pays the Utility Company $2.50 per car for 
reicing each car of fresh meats, irrespective of the quantity of ice 
and salt furnished. For icing shipments of other perishables, the 
railroad company pays $2.50 per ton for the ice actually used and 
50 cents in addition for the labor of placing it in the bunkers. Table 
70 shows the average amount of ice used ner car for three years at 
Altoona and Columbus, also the Utility Operating & Supply Co.^s 
profit per car iced, based on the cost figures furnished the commis- 
sion by it. 

Table 70. — Profit of Utility Operating <fe Supply Co., Inc.^ per car iced at the AUootm 

and Columbus stations^ 1915-1917. 



Station and year. 



Altoona: 

1915... 

1916... 

1917... 
Columbus: 

1915... 

1916... 

1917... 



A^era^e 


Average 


Average 


Revenue 


tons ice 


cost ice 


cost per 


per ear 


used per 


and salt 


icing each 


iced 


car. 


I>ertonice. 


car. 


(tariff rate). 


0.813 


12.66 


$2.06 


$2.50 


.945 


2.76 


2.61 


2.50 


.886 


3.23 


2.86 


2.50 


.697 


2.59 


1.81 


2.50 


.763 


2.88 


2.20 


2.50 


.771 


3.05 


2.35 


2.50 



Profit per 
car iced. 



$0.42 
1.11 
1.36 



.30 
.15 



1 Loss per car iced. ' 

It here appears that the average tons of ice used per car is approxi- 
mately nine-tenths of a ton, or 1,800 pounds at Altoona, and three- 
fourths of a ton, or 1,500 pounds at Columbus. The average cost to 
the Utility Company for icing each car is considerably less than 
the payment received from the railroad company of $2.50 per car. 
For two years, 1916 and 1917, at Altoona, it appears tnat the 
expense for the service was so great that the company operated at 
a loss even under this arrangement. For the year 1915, however, 
it made more than 40 cents per car iced. At Columbus the earnings 
have been considerably greater than at Altoona, for in 1915 the 
company made 69 cents per car iced and 15 cents in 1917. 

In 1917 the station at Altoona iced approximately 26,000 cars, 
14,000 of which were beef cars. These 14,000 cars cost the railroad 
company $2.50 each or $35,000. The railroad in turn collected 
approximately only $2.25 per car, or $31,500. It is, therefore, seen 
that the loss to the railroad company on the icing of beef cars alone 
was $3,500. If approximately 12,000 cars carrying perishables other 
than fresh meat were iced at Altoona during 1917 the railroads suffered 
an additional loss of $6,000 by being required to pay 50 cents per car 
for labor, which charge is absorbed by the railroad and not trans- 
ferred to the shipper owning the product. From this estimate it 
may therefore be seen that the railroad company loses approximately 
from 25 to 30 cents per car on every car of fresh meat reicea at Altoona 
and 50 cents per car on fruits and vegetables. The loss to the railroad 
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company at Columbus was even greater, for the average amount of 
ice usea per car at this station was less than at Altoona, and the 
railroad's revenue is based on the amount of ice used. 

ICING STATIONS OPERATED BY SWIFT & CO. FOR THE JOINT INTEREST 
OF UTILITY OPERATING & SUPPLY CO. (iNC), MORRIS <fc CO., AND 
SWIFT & CO. 

As previously mentioned. Swift & Co. operates three stations for 
the jomt interest of Armour, Morris, and Swift. In apportioning 
expenses at these stations the owners contribute to the ordinary 
operating expenses of icing their own cars in proportion to the num- 
ber of cars iced for each one. The total fixed expense, on the other 
hand, is apportioned among the three companies on the basis of 
ownership. The cost of salt is borne by the three companies on 
the basis of the estimated quantity of salt used in each company's 
cars, plus its ownership proportion of the cost of salt used in foreign 
cars. The cost of ice is apportioned on the same basis as salt. The 
expenses under these four bases is worked out separately and appor- 
tioned to the various companies. Each company is credited with 
its proportion of profit from the operation oi foreign cars and the 
difference between this and its share of expenses makes up the cost 
to it for icing its own cars. Table 71 is an mcome and expense state- 
ment compiled and condensed from the statements submitted by 
Swift & Co., and shows the average per car cost to the packers of 
icing their cars. 
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It may be seen from the table that the average cost to the owners 
of icing their cars was exceedingly high at some stations during certain 
years. The average cost at all stations for the entire three-year period, 
however, was only $1.60 per ton, which is considerably below the 
general charge of $2.50 per ton of ice throughout the^ country. The 
average cost to the owners at the various stations in the different 
years varies considerably. At Delray, Mich., in 1915 the average 
per car cost for icing the car of an owner was 50 cents; in 1916, $1.06; 
and in 1917, $2.35. The average per car cost of ice for an owner's 
car was generally higher for the three years at Nashua, N. H. The 
reason for this is that a much smaller number of foreign cars was 
iced at this station and a smaller number also of owners cars. The 
natural result was that operating expenses had to be maintained and 
distributed over a less number of cars than is ordinarily the case at 
an icing station in general use. The extraordinary cost to the owners 
of $23.52 per car at Newport in 1917 was due to the same cause, 
namely, a falling off in the number of cars iced. 

The average cost per car to the owners for icing their cars, as 
shown in Table 71, does not represent the actual cost to each com- 
pany, for as previously stated the expenses to each company are 
apportioned on both tne basis of ownership and the proportionate 
share of materials used and number of cars iced for each company. 
Therefore the actual cost to each company for having its own cars 
iced varies each year for each station and sometimes a particular 
company has a credit on the icing of its own cars while the other 
companies may be required to pay a considerable amount per ton. 
This difference is due to the varying number of cars iced by each 
company and also to the great difference in the interest of the various 
companies in the stations. Table 72 presents the actual cost to 
Armour & Co., Morris & Co., and Swift & Co. for the icing of their 
own cars for the three years, 1915 to 1917, inclusive. 

Table 72. — Acttial cost to Utility Operating 6e Supply Co. {Inc.) {Armowr & Co.)t 
Morris d: Co.y and Swift & Co. for icing their own cars at Delray ^ Nashua, and Newport 
for years 1915-1917. 



Station and year. 



Delray: 

1915. . 

1916.. 

1917.. 
Nashua: 

1915. . 

1916.. 

1917.. 
Newport: 

1915. . 

1916.. 

1917. . 



Utility Operating^ Supply 
Co. (Inc.). 



Number 
cars iced. 



3,127 
2,221 
1,850 

554 
862 
467 

739 

45 

2 



Cost per 
car. 



10.85 
1.21 
2.15 

2.35 
2.48 
4.58 

1.55 

2i6."93" 



Credit 
balance.i 



$17.06 



Morris &. Co. 



Nnmber 
cars iced 



2,120 
2,463 
1,837 

170 

49 

2 

306 

67 

4 



Cost per 
car. 



90.85 
1.32 
2.07 

2.37 

2.11 

147.06 

1.57 

1.72 

74.63 



Credit 

balance. 



Swift & Co. 



Number 
cars iced. 



2,033 

1,184 

478 

945 

. 518 

317 

1,701 
517 

82 



Cogt per Credit 
car. iialance.i 



$0. 
4. 

2. 
2. 



24 
16 

36 
38 



6.82 

1.55 

2. Go 

16.05 



S630.06 



^ Credit due company as profit in addition to cost of icing its own cars. 
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It is seen that at Delrav for the year 1915, Swift & Co. had a credit 
of $830.06 on the icing oi 2,033 cars, while at the same time Armour 
and Morris were required to pay 85 cents per car on the icing of 
3,127 and 2,120 cars, respectively. At the same station in 1916 
Swift again had the advantage of being required to pay only 24 cents 
per car on 1,184 cars, while Armour and Morris were required to pay 
approximately $1.25 per car each. In 1917 at the same station, 
however, the advantage was the other way, for in this year Swift was 
required to paj $4.16 per car for the icing of 478 cars while Armour 
and Morris paid approximately $2.10 each for the icing of 1,800 cars. 

At Nashua for the years 1915 ajid 1916 it may be noted that the 
expense to all the companies for icing their own cars was practically 
the same, although the number of cars iced varied considerably. In 
1917 the expense at Nashua to the three companies for icing their 
cars varied considerably. Armour and Swift paid $4.58 and $6.82 
per car, respectively. Morris had only two cars iced at a cost of 
$147.06 each. This is an unusual situation and is due to the fact 
that such a small number of cars was iced in this year. 

The expense to each company at Newport for the jear 1915 was 
approximately uniform. In 1916, however, it varied somewhat, 
for in this year Armour & Co. received a credit of $17.06 on the 
icing of 45 cars whereas Morris was required to pay $1.72 each on 67 
cars and Swift $2.65 each on the icing of 517 cars. The year 1917 
was an imusual year at this station because of the small amount of 
business done. ^ Armour & Co. had two cars iced at a cost each of 
$215.93. Morris had four cars iced at a cost each of $74.63. Swift 
had 82 cars iced at an average cost of $16.05. 

It must be remembered that the average per car cost to tne 
packers of icing their cars throughout the three-year period was 
$1 .60. The operation of icing stations ia this territory has, therefore, 
been a profitable business and would undoubtedly have continued 

?rofitabIe in 1917 if the same amount of car icing had obtained, 
he stations are so operated that the profit received from the operation 
of foreign and competitor cars goes to make up the expense of icing 
the owners cars and reduces their transportation expenses accordingly. 
Table 73 presents the cost of furnishmg ice and salt per ton of ice 
delivered m the car at the three stations : 

Table 73. — Estimated costs of ice and salt per ton of ice used at icing stations located 

at Delray, Nashua, ana Newport, 1916-1917. 



Station and year. 


Average 
cost of ice 
per ton at 

station. 


Average 
cost salt 

per 
hundred- 
weight at 
station. 


Average 

pounds 

salt used 

per ton ice. 


Cost ice 

and salt 

per ton 

ice used. 


Overhead 

expenses 

per ton 

ice used. 


Meltage 

loss per 

ton ice 

used. 


Total cost 
ice and 
salt per 

ton ice in 
the car. 


Delray, Mich.: 

1915 


10.75 
1.09 
1.04 

.77 
.76 
.96 

.15 
.15 
.17 


• 

10.144 
.152 
.192 

.259 
.260 
.271 

.262 

.262 
.262 


76.76 
41.32 
54.46 

91.45 
50.77 
44.69 

63.51 
30.83 
12.97 


SO. 86 
1.15 
1.14 

1.01 

.89 

1.08 

.32 
.23 
.20 


$1.08 
1.37 
1.67 

1.51 
1.65 
3.62 

1.12 

.64 
3.54 




$1.94 


1916 


$0.0027 


2.52 


1917 


2.71 


Nashua, N. H.: 

1915 




2.51 


1916 




2. 54 


1917 


.0383 


4.74 


Newport, Vt.: 

1915 


1.44 


1916 




.87 


1917 


.348 


4.08 
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The average cost of ice per ton at Newport is considerably below 
the cost at the other two stations. This diflFerence is due to the fact 
that the ice for this station is harvested by Swift & Co. from a lake 
situated near the station. The harvesting cost is .very low but the 
overhead expenses per ton were very high in 1917, so that the total 
cost of ice in the car was twenty times the harvesting cost in 1917. 
This extraordinary overhead expense per ton would undoubtedly 
have been considerably less if tne^ station had done a reasonable 
amount of business. The cost of* ice and salt in the car is fairly 
reasonable with the exception of the year 1917 for the stations at 
Nashua and Newport. It is evident that unusual conditions existed 
during this year as compared with 1916, for overhead expenses 
increased more than 100 per cent at the Nashua station and nearly 
600 per cent at Newport. 

ICING STATIONS OWNED AND OPERATED WHOLLY BY SWIFT & CO. 

Swift & Co., as previously stated, owns and operates five icing sta- 
tions in the northeastern part of the United States and in Canada, 
as follows: Coteau Junction, Province of Quebec; Karner, N. Y.; 
Mahoning, Pa. ; Manchester, N. Y. ; and Port Huron, Mich. Rates 
at these stations are uniformly $2.50 per ton of ice with no charge 
for salt. The rate for fruits and vegetables at these stations is $2.50 
per ton of ice plus 50 cents per car for the service of labor. Nearly 
all the ice used in these stations is natural ice which is harvested 
near the station where it is to be used and purchased under contract 
by Swift & Co. Port Huron is the only station for which Swift & 
Co. does its own harvesting, and consequently the average cost of ice 
per ton at this station is lower than the average cost of ice at the 
other four stations. Occasionally, however, when the ice in storage 
runs short. Swift & Co. is required to supplement the supply by out- 
side purchases, and in some few instances it has been necessary to 
ship ice from the Chicago plant to the icing station. Whenever un- 
usual conditions require the purchase of additional ice it usually 
demands a considerably higher price than the ice purchased under 
contract for storing during the winter. As a result the average cost 
of ice per ton throughout a year is increased considerably over what 
it would be if no emergency purchases were required. Table 74 is a 
condensed statement of income and expenses for each of the Swnft 
stations for the years 1915 to 1917, inclusive, made up from a state- 
ment submitted by Swift & Co. It shows the average per car cost 
to Swift & Co. of icing its own cars. 
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REPORT ON PRIVATE CAR LIKES. 



The total revenue received from the icing of foreign cars was 
^eater in 1917 than in 1915. Expenses also usually showed a con- 
siderable increase. The average per car cost to Swift & Co. for icing 
its own cars varied from year to year even at the same station and 
had no relationship to the total revenue. The variation is due to 
operating conditions and the varying number of cars iced. The cost 
per car ranged from 15 cents in 1915 at Port Huron to $2.11 in 1916 
at Coteau Junction. More than 40 per cent of the cars iced for 
Swift & Co. at these stations during the three years were iced at an 
average cost of less than $1 per car. The average for all stations 
together for the three-year period is approximately $1.15 per car. 
This statement shows that the operation of these stations is a profit- 
able business, since it enables Swift & Co. to ice its own cars at a cost 
considerably below the charge of $2.50 per ton for the icing of com- 
petitor cars (averaging in the three years about $1.80 per car),^ 
and results in a financial advantage to Swift & Co. over its competi- 
tors who do not own icing stations, though this is very slight per 
pound of product shipped. 

Table 75 presents the actual icing costs estimated from figures sub- 
mitted by Swift & Co., and covers all expenses that go to make up 
cost of ice and salt delivered in the car. 

Table 75. — Cost of ice and salt per ton of iee taed at icing stations owned and operated 

by Svnft & Co,, 1915-1917. 



Station and year. 



Coteau Junction 

1915 

1916 

1917 

Karner: 

1915 

1916 

1917 

Mahoning: 

1915 

1916 

1917 

Manchester: 

1915 

1916 

1917 

Port Huron: 

1915 

1916 

1917 



Average 
cost of ico 
per ton at 

station. 


Cost per 
hundred- 
weight of 
salt at 
station. 


Average 

pounds of 

salt used 

per ton of 

ice. 


Cost of Ice 
and salt per 

ton of ice 
used in 
station. 


Overhead 
per ton of 
Ice used. 


Meltage loss 
I)er ton of 
ice used. 


10.68 

.74 
.83 

1.33 
1.27 
1.16 

.76 

.81 
.86 

.86 
1.31 
1.10 

.75 

.72 
.82 


10.332 

. .290 

.468 

.219 
.219 
.242 

.239 
.240 

.248 

.185 
.193 
.234 

.181 
.187 
.213 


125.12 
147.40 

78.38 

132.72 

112.39 

90.71 

157.67 

89.39 

107.79 

145.64 
139.20 
103.30 

91.27 

78.78 
62.99 


SI. 10 
1.17 
1.20 

1.02 
1.52 
1.27 

1.14 
1.02 
1.13 

1.13 

1.58 
1.34 

.92 

.87 
.95 


$1.60 
1.62 
1.77 

.99 

.92 

1.12 

1.44 
1.41 
1.36 

1.02 
1.02 
1.53 

.94 

.98 

1.24 


10.0353 
.0962 










.0021 


.0014 

.0857 


.0448 
.1302 


•••••••••■•a 



Total cost of 

ice and salt 

per ton of 

ice in car. 



$2.74 
2.89 
2.97 

2.61 
2.44 
2.^ 

2.58 
2.43 
2.49 

2.15 
2.69 

2.87 

1.91 
1.98 
2.19 



Both the cost for ice per ton delivered at the station and also 
the overhead per ton of ice vary considerably for each station over 
the three years. It would ordinarily be supposed that owing to 
the increased cost of material and labor the variation would be 
upward, but in some instances there is a decrease in later years over 
the cost of preceding years. The weighted average cost of ice and 
salt per ton of ice in the car during the three-year period is slightly 
less for aU the stations combined than the charge of $2.|50 per ton 
which is levied. 



» Over one-fourth of the "competitor" cars included in this computation were those of Armour & Co. 
and Morris <& Co. 
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RATES FOR ICING FRESH HEATS AND PACKING-IiaUSE PRODUCTS. 

The charges levied at the stations operated bv the packers are 
published in tariffs of the carriers and are generally collected by the 
railroad and remitted to the packer company performing the service. 
The charge for furnishing ice for fresh meats and all other packing- 
house products throu^out the United States is a stated amount 
per ton of ice used. The charge for the refrigeration of fruits and 
vegetables, on the other hand, is a stated amount per car, per trip, 
per mile, or per package, and varies considerably according to the 
perishable character of the commodity. 

The rate on meats and packing-house products is generally $2.50 
per ton of ice furnished. This rate applies practically to aU territory 
east of the transcontinental zone. In northwestern territory, how- 
ever, extending from the Missouri River to North Pacific coast points 
the charge is a stated sum per car for the entire service.* East of the 
Mississippi River and nortn of the Ohio and Potomac Rivers the rate 
is $2.50 per ton of ice. This charge includes salt and aU services con- 
nected with refrigeration. South of the Ohio and Potomac and in 
the West and Southwest the rate on fresh meats and packing-bouse 
products is generally $2.50 per ton of ice and 40 cents per hundred 
pounds of salt with a minimum chaise of $1.25 per car for ice and 40 
cents for salt. 

The situation at Altoona and Colxmibus, previously explained, 
does not affect the cost of ice to the shipper requiring refrigeration 
service. He pays the railroad company lor the actual amount of ice 
used on the basis of $2.50 per ton for ice. Salt is furnished free. 
The railroad, howe^^er, pays the utility company $2.50 per car for 
every car the coiiipany ices. 

The rate of $2.50 per ton of ice for icing fresh meats and packing- 
house product^ applies with practical xmiformity throughout the 
United States, whether the service is rendered in the North, where 
natural ice may be harvested and stored at a very nominal cost, or in 
the South, where only manufactured ice can be secured, atacost which 
in many instances is considerably CTeater than the rate for the service. 
The explanation by the packers (3 this situation is that competition 
for business through competitive points equalizes the refrigeratio|i 
charge to the $2.50 basis. This may be explained from the fact that 
packers' icing stations have been advantageously located in trunk-line 
territory over lines that are most frequently used for carrying the 
greatest amount of the packer business. The price is fixed at these 
stations, and any competitive line must therefore meet the price or fail 
to secure any packer traflSic. That the same conditions exist in the 
Southeast is not clear, but it is argued that the stations in States 
even as far south as Alabama and Mississippi have to meet the 
flat rate of $2.50 per ton due to competitive influences. It would 
seem that in such places, far removed from the packer stations, some 
factor other than competition influences the price of ice. It is 
probable that what the packer refers to as competition at these 
points in the South and Southeast is really competition among the 
railroads to secure the packer trafiic. 

In this connection, when the question of rates for reicing meats 
and packing-house products was oeing considered at the Interstate 

> Westbound Transoontinental Refrigeration Charges, 34 1. C. C, 14a 
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Commerce Commission hearing in Chicago, E. W. Rice, general 
freight agent of the American Kefrigerator Transit Co., was asked by 
R. O'Hara of Swift & Co. to state whether the reason for the difference 
between the charges levied for icing fresh meat and packing-house 
products and those levied for icing fruits and vegetables was not 
competition. His reply was that he did not know. When pressed 
still further as to the reason why the rate of $2.50 per ton was main- 
tained in regions where the cost of manufacturing ice was considerably 
higher than this rate, his reply again was that ne did not know and 
could not understand why the difference was necessary. Mr. O'Hara 
then said *^ Whj don't you boost it [the rate of $2.50 per ton] and see 
how much business the A. R. T. will get.*' * This remark indicates 
the interpretation that should be given the term competition as a 
factor in establishing the uniform rate, and the deduction follows 
that the rate for icing is determined by packer influence and is main- 
tained at $2.50 because of the traffic influence exerted over the rail- 
roads by the Big Five packers. 

The charges at the same point in various sections of the United 
States for icing meats and packing-house products and for refrigerat- 
ing fruits and vegetables vary considerably. For instance, at the 
Utility Operating & Supply Co. station located at East St. Louis, 
the charge for meats and packing-house products was until recently 
$2.50 per ton of ice, whereas the charge per ton for refrigerating fruits 
and vegetables was $3.50. The rates at the other packer-operated, 
stations have been $2.50 per ton for both services with an additional 
labor charge of 50 cents per car for icing on fruits and vegetables. 
This additional charge is sometimes absorbed by the railroad com- 
pany. 

The service for icing fresh meats and packing-house products is 
normally more expensive than the service required for refrigerating 
fruits and vegetables, for meats and packing-house products require 
crushed ice and salt whereas fruits and vegetables may be iced with 
block ice and require no salt. This investigation has not developed 
data that would show the total excess expense entailed in the prepa- 
ration and handhng of crushed ice over that of handling block ice, 
but the estimate cited above (p. 144) places the amount at 50 cents to 
75 cents per ton, excluding loss by excess meltage. 

The Utility Operating & Supply Co. has explained that the service 
required for icing meats and packing-house products at East St. Louis 
is uniform and stable througnout the year, whereas the requirements 
for icing fruits and vegetables are unstable because of the varying 
production of such commodities and the varying amount of ice 
required in different seasons. 

While this may serve as an explanation of the difference in the rates 
at East St. Louis, yet it does not suffice as ^ reason for the great 
difference in charges for the two services in southern sections of the 
United States, where the rate for fresh meats «^d packing-house 
products is uniformly $2.50 a ton and the rate for icing fruit and 
vegetable cars ranges as high as $5 to $7 per ton of ice. The explana- 
tion for such a difference seems to be the influence of the Big Five 
Packers on the railroads. 

* 1. C. C. Docket 4906, v. 62, pp. 2955-2956. 
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DISCONTINUANCE OF PACKER OWNERSHIP OF ICING STATIONS. 

As early as 1904 the Interstate Cominerce Commission recom- 
mended to Congress that refrigeration and icing of perishables in 
transit should be administered by the railroad companies and the 
facilities required for the service should be owned and operated by 
them. In 1906 the Hepburn Act brought within the jurisdiction of 
the Interstate Commerce Commission supervision of icing charges, 
but it was not until Julv 31, 1918, that the commission directed the 
railroads to perform all refrigeration services for commodities in 
transit and required them to secure all privately owned icing stations 
anywhere operated on their lines. 

The Utility Operating & Supply Co., apparently anticipating this 
decision of the Interstate Commerce Commission, sold the station 
located at Altoona to the Pennsylvania Railroad on June 15, 1918. 
This station was taken over and operation by the Pennsylvania 
Railroad was begun on June 17. It also sold the East St. Louis 
station to the Terminal Railroad Association and the Columbus 
station to the Pennsylvania Lines on February 1, 1919. 

The Cudahy Packing Co. and Wilson & Co. (Inc.) have not had any 
interest in icing stations.^ At the hearing instituted by the Interstate 
Commerce Commission in 1912, The Cudahy Packing Co. went on 
record as being strongly opposed to private operation of icing stations. 
The company made the following statement in its brief filed in that 
case: 

This service should not be delegated to some third party, eepeoially one who has not 
the responsibility of a common carrier under the law. For efficient, economical, and 
impartial service the carrier alone should be responsible. 

In reply to a question as to whether or not railroads should be 

f permitted to contract with a shipper or shippers of perishable freight 
or performing the service of refrigeration or the reicing of shipments 
in transit the following specific objections were made by The Cudahy 
Packing Co., in its 1912 brief. 

1 . The opportunity exists for better service to be performed for the shipments of the 
shipper operating the icing facilities and also by slighting the service of a com- 
petitor's shipments, to greatly injure the property of his competitor, thereby cauc- 
ing such competitor irreparable injury. 

2. In cases of close connection, delayed trains, or otherwise, there is an opportunity 
to favor contractor's shipments at the expense of competitors and thus expedite the 
movement of contractor's shipments and delay competitor's. 

3. The shipper operating reicing facilities receives information as to volume, route 
and destination of shipments of his competitors. The placing of cars at reicing stations 
necessarily contemplates a practical delivery of shipments oi perishable property to a 
competitor to furnidi the delicate reicing service. The car number and initial, in 
many instances, indicates the shipper. In the process of transportation way bills and 
many times the cars themselves bear marks indicating the destination of shipments. 
The railroad delivering the car to the reicing plant shows the route. 

4. Furnishing ice and salt in insufficient quantities or failure to properly tamp same 
and otherwise perform the service is possible, there being no opportunity for competitor 
or railroad to check weights or service or protect themselves except bjr unusual ex- 
pense. Whereas the shipper operating the reicing facilities, cflpecially if he operates 
a series of successive icing stations, has an immediate opportunity to check and correct 
a previous deficiency. 

6. The opportunity for overcharging and underweighing exists without opportunity 
for the railroad or the competitor to check, and any investigations of complaints depend 
practically entirely upon the statement of employees of the interested shipper per- 
forming the service. 

114757*— 20 ^11 
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6. Whatever profit ia made by the contractor out of the chaigee collected from the 
railroad for reicing the cars of other shippera amounts, in effect, to a reduction in the 
actual cost to the shipper furnishing tne ice necessary for his own shipments, and 
wherever the railroad engages reicing services from any rfiipper and pays to such 
shipper for furnishing ice to other shippers an amount exceeding the sum charged and 
collected from such aoippers by the railroad it thereby still further reduces the reicing 
cost on his own shipments to tne shipper operating the icing station, and furthermore^ 
the arrangement has a tendency to enable the railroad to control his traffic. 

7. If the railroads alone performed the reicing service all shippers would then be 
equally interested in seeing that an efficient service was performed, and in the event 
of any defici^icy in the car of any shipper, his complaint, if investigated and the situa- 
tion improved, would result immediately in benefit to the serAace of every other 
shipper. 

8. It is our firm conviction that if the Commission would advise the carriers that they 
take over all regular icing stations, and if the carriers should do so, it would develop 
that at the present rates charged shippers, the carriers' net revenues would bo largely 
augmented, because a considerable profit can be earned. In fact, we believe that if 
the carriers would operate the icing stations they could not only make a considerable 
profit at the present rates, but, in fact, the rate could be reducea to all shippers and at 
the same time a reasonable profit be earned. 

But, in the event that the carriers do not take over and operate the regular icing 
stations, it will be observed that should there be any increase in the present tarifl 
rates for reicing, the present owners of icing stations would escape any increased ex- 
pense, and the entire amount thereof would have to be borne by the shippers not so 
favorably situated. 

9. Shippers furnishing reicing facilities on various trunk lines operating through 
different sections of the country route their traffic so as to take advantage of the low^ 
cost for this item of transportation in the event of favorable conditions. Competitors 
are always required to pay for the service at the railroad tariff charge. 

10. Railroads that have, in recognition of their public duty as common carriers, 
provided adecjuate reicing facilities, are at a distinct disadvantage in securing the 
shipments of shippers operating reicing facilities on other railroads, because it is 
obvious that the total transportation chaise over such other railroads is lower to such 
shippers. 

11. In case of damage to perishable property resulting from negligent transporta- 
tion (reicing) the railroad is legally Liable to the owner. This lia}>ility can not be 
evaded or limited, but may be greatly increased by engapfing shippers to do the work. 
But, at the same time, the injured shipper's means of redress may not be so satisfac- 
tory, because the railroad, on account of the contractor's liability to it, usually attempts 
to evade all responsibility. 

12. Operation of reicing facilities by sliippers is for profit. Railroad operation of 
such facilities is to fulfill its legal obligation as a common carrier to properly care for 
the traffic entrusted to it. 

From the foregoing quotation it appears that when refrigeration 
service is performed by a shipper he has an unfair advantage over 
his competitor, not only because of the profits derived from the opera- 
tion of the business, but also because of the information he is able 
to obtain from the competitor's waybill containing the icing instruc- 
tions. The quotation mentions specifically various other advantages 
resulting from this practice, all oi which will bo discontinued by rail- 
road operation of icing facilities. At the hearing in February, 1918, 
The Cudahy Packing Co., upon arrangement with the other packers, 
decided not to bring up the subject of its objection as made at the 
previous hearing in 1912. The company stated in 1918 that its posi- 
tion with respect to icing service and stations was then substantially 
the same as that of the other packers. 

Two essential improvements in the problem of refrigeration have 
been secured, first, supervision of rates by the Interstate Ccwninero© 
Commission and their required publication, and second, operation of 
all icing facilities by the railroads. A third improvement is yet to 
be made, namely, the establishment of fair rates for refrigeration 
service of packer products in all sections of the Lnited States. 



CHAPTER 5. 

FRUIT GROWERS EXPRESS INC. 

It has already been stated that the stockholders of Armour & Co. 
hold the stock of the Fruit Growers Express Inc. in the same pro- 
I^ortion as their holdings of stock in the packing company. The 
eireumstances of the incorporation of the Fruit Growers Express Inp., 
in 1914 hare also been explained. The company was organized for 
the purpose of owning ana operating the fruit and vegetable cars and 
the icing statioi^ of the Armour Car Lines, The financial operation 
of the Fruit Growers Express Inc. has also been discussed in chapter 
3. It was there shown that this company has been doing a profitable 
business. This chapter deals with the company's relations with the 
carriers and shippers, from the standpoint oi the public interest. 

ARMOUR & CO. INTEREST IN SHIPPING FRUITS AND VEGETABLES. 

Although the Fruit Growers Express Inc. has been incorporated 
only since 1914, the interest of Armour & Co. in the furnisning of 
refrigerator cars and refrigeration service for the transportation of 
fruits and vegetables dates back to a much earlier period. In the early 
nineties Armour & Co. began to experiment with the operation of a 
line of refrigerator cars lor the carrying of California iruits to the 
East. As the business increased more cars were obtained either by 
purchase of car lines already existing or by the building of new cars 
untU several thousand cars were employed in that traffic oy the begin- 
ning of the present century. The Armour cars in the fruit and vege- 
table traffic have been operated under various trade names, namely, 
Fruit Growers Express Inc., Continental Fruit Express, Kansas City 
Fruit Express and Tropical Refrigerator Express. The cars belonging 
to the Armour interests in this business are now operated under one 
name — Fruit Growers Express Inc. Early in this present century the 
Armour business from the West began to decline, for certain oi the 
western carriers, namely, the Union Pacific and Southern Pacific 
Railroads, jointly, the Wabash and Missouri Pacific Railroads, 
jointly, and the ot. Louis-San Francisco Railway formed subsidiary 
car companies of their own for the handling of perishable products. 
As these companies grew and developed the western railroads became 
less dependent upon outside parties such as the Armour Car Lines 
for refrigerator cars in the transportation of the western products. 
Armour & Co.'s part in the handling of the fruit and vegetable traffic 
from the West has now declined until it is a very minor part of the 
fruit and vegetable business handled by the Armour (F. G. E.) cars. 

As the western traffic declined, however, a volume of business was 
b^ng built up in the new growing districts of the Southeast. Car- 
riers there were not equipped to handle the growing business and the 
Armour cars were usea in that section as eany as tne nineties. This 
traffic in the Southeast has grown until it is now the most important 
part of the business ^ handled in the 5,660 cars owned by the Fruit 
Growers Express, Inc. 

1 The larger part of the Fruit Growers Express business has been that of furnishing railroads with cars 
upon which the usual mileage has been received. Certain cars, however, have been leased for various 
periods of time to individual firms, a list of which is printed as Exhibit 3. 
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THE EXCLUSIVE CONTRACT. 

The chief means by which the Armour interests have built up the 
business of furnishing refrigerator cars and refrigeration service for 
the transportation of perishables has been the '^exclusive contract."* 
Under the terms of such a contract the car line agrees to furnish the 
contracting railroad company with suitable cars sufficient to handle 
the business that is offered to it by shippers on its lines and the carrier 
in turn agrees to use no cars other than those furnished by the private- 
car company. The reasons ^ven for this arrangement were that 
perishable crops are in most instances seasonal, and that while rail- 
roads may enjoy a heavy tonnage for a few months of the year in 
perishable freight it is probable that the special equipment provided 
for this movement would be idle for a long period, since the railroad 
which provided itself with sufficient cars to meet the maximum 
demand could not use refrigerators other than as box cars during 
the remainder of the year; and that a corporation, on the other hand, 
which made it a business to provide such equipment would be able to 
keep it employed during the entire year by sending the cars to those 
particular sections needing them from time to time. These exclusive 
contracts grant a complete monopoly of the business to one car com- 
pany. Armour & Co. secured an exclusive contract with the South- 
ern Pacific Railroad in 1897 and with other western carriers at later 
dates. These contracts in the West did not remain in eflFect for any 
great length of time, however, for, as previously stated, the western 
roads began to provide their own. refrigerator cars about the begin- 
ning of the present century and soon had little need for outside 
equipment. 

In the Southeast an exclusive contract was secured with the Cen- 
tral of Georgia Railwav in 1898. Other roads followed at later dates. 
At the present time tne Fruit Growers Express Inc. has exclusive 
contracts with seven ^ of the southeastern roads, including among 
them the Atlantic Coast Line Railroad, the Seaboard Air Line Railway, 
and the Florida East Coast Raihoad, three of the principal roads 
transporting fruits and vegetables from this section. Until recently 
the Fruit Growers Express Inc. held contracts with 29^ railroads 
of the Southeast and two in the Middle West. It had a practical 
monopoly of the business of transporting fruits and vegetables from 
the Southeast, and the situation is therefore worthy of detailed con- 
sideration. 

REFRIGERATION RATES UNDER EXCLUSIVE CONTRACT. 

Many arguments have been advanced both for and against the 
exclusive contract. When exclusive contracts were first secured, 
refrigeration rates were increased ahnost immediately, and this in- 
crease in rates has been one of the chief objections to the exclusive 
contract. The Interstate Commerce Commission in a discussion of 

1 A copy of a typical exclusive contract is given as Exhibit 4. 

2 The names of the seven railroads are given as Exhibit 5. 

* An exhibit giving the names of these railroads and their controlling interests is presented as £jcMbit 6. 
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the exclusive contract in its annual report of 1904 summed up the 
situation as follows: 

The result of these contracts has been, as a rule, to afford the public good service, 
and to generally provide a more adequate supply of cars than was formeny obtained, 
but the prices for refrigeration have been enormously and unreasonably increased. 

For example, in 1898, the Armour Car Lines Co. was furnishing cars for the move- 
ment of Michigan fruits from points on the Pere Marquette Railroad to Boston in com- 
petition with other private-car companies, and its cnarge for refrigeration to Boston 
was $20 per car. Its present charge to Boston is $55 per car. Before the present 
exclusive contract was entered into between the Armour Car Lines and the Pere 
Marquette Railroad Co. the actual quantity of ice required was charged for at $2.50 

Serton. Under this system the cost of refrigerating cars from Pawpaw, Mich., to 
•ubuque, Iowa, averaged about $10 per car, while the present schedule of the Armour 
Car Lines is $37.50. The cost of icing from Mattawan, mich., to Duluth was $7.50, as 
shown by an actual transaction in the year 1902, while the present refrigeration charge 
between those points is $45. The cost of icing pineapples from Mobile to Cincinnati 
under an exclusive contract with the Armour Car Lines is $45, while the cost of per- 
forming the same service from New Orleans to Cincinnati over the Illinois Central is 
$12.50 per car. 

Illustrations without number like the above might be given. Some of these are 
extreme, but our impression is that under the operation of these exclusive contracts 
the cost of icing to the shipper has been advanced from 50 to 150 per cent and that 
the charges in most cases are utterly unreasonable.^ 

It is undoubtedly true that the exclusive contract generally resulted 
in an increase in the charges to the shippers for refrigeration service 
and that in some cases these increases were entirely unwarranted. 
At the time of making this report in 1904 the Interstate Commerce 
Commission did not have jurisdiction over refrigeration rates, but 
these rates are now subject to review by the Commission. It has 
the power imder the Hepburn Act to investigate a rate and to pre- 
scribe a reasonable rate in case the existing charges are found to be 
unreasonable. For this reason the refrigeration rate is now a rela- 
tively miimportant item in a consideration of the exclusive contract. 
Though the railroad, imder the exclusive contract, furnishes to the 
shipper only the cars of the private car hne, and though the private 
car fine penorms the refrigeration service in every case, the railroad 
is now responsible for the rates charged the pubfic and such rates are 
subject to regulation by the Interstate Commerce Commission, and 
any shipper who considers a rate xinreasonable may bring it to the 
attention of that body for determination. 

CAR EQUIPMENT NOT EFFICIENT. 

It will be noted that the Interstate Conmierce Commission stated 
in its annual report of 1904 that 'Hhe result of these contracts has 
been, as a rule, to afford the public good service, and to generally 
proyide a more adequate supply of cars than was formerly obtained." 
At that time this was no doubt generally true. The carriers in the 
growing districts could not afford to provide themselves with adequate 
refrigerator cars to meet the needs of the shippers, and the priva;te 
car companies operating under exclusive contracts did furnish an 
adequate supply of cars. They have not, however, furnished good 
equipment at all times. 

In the hearings held by the Interstate Commerce Commission 
in 1914 it was shown conclusively that the Armour Car Lines was 
generally furnishing poor equipment. Many witnesses testified to 

1 1. C. C. Animal Report 1904, pp. 14-15. 
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that effect. M. T. Adamson, inspector for the Atlantic Fruit 
Distributors (Inc.), of Chicago, presented an affidavit at the hearing 
to the effect that he had examined on February 3, 1913, a certain 
carload of bananas which arrived in Chicago in an Armour car in 
a badly frozen condition. This affidavit was inserted in the record, 
and describes the defects of the car as follows: 

I examined the car itself and found it to be very defective. The bottom especially 
contained boards that were loose and openings betwe^i them. * * * Tne plugs 
did not fit tightly into the hatches and the openinffs caused by their not fitting tight 
would allow warm air to leave the car. Because of these and other defects of the car 
it was impossible to keep cold out from bananas and preventing their being frozen 
and chilled.* 

O. G. Cook and Joseph Flaherty, representatives of the Connolly- 
Fanning Co., of Pittsburgh, also presented an affidavit that they had 
examined three Tropical Refrigerator Express (Armour) cars loaded 
with bananas and that they found the fruit in the lower part of 
the car badly frozen and chilled. These cars had been standing on 
the track in Pittsburgh in very cold weather for five days previous 
to the date of examination, which was m March, 1913. The condi- 
tion of the equipment was described by the witnesses in their affidavit 
as follows : 

We then examined car T. R. E. 30254^ finding the north door ri^t-hand side will 
not close properly, protruding fully an inch both in the middle and on hinge side, 
due to the fact that the boards into which hinges are screwed, has been racked out of 
place fully an inch at the bottom. On going into the car, we closed all doors, finding 
that light could be seen over the top of the above-mentioned north side door. The 
roof inside, on the east side, has been recently repaired, but the quarter round strip 
between roof and side is from one-half to 2 inches away from its proper position, and 
does not in any way effect the purpose for which it was intended. 

On the outside, we find the comer boards badly racked, and also some of the boards 
on the south side loose from the floor sill, being about the width of a pencil from same 
in several places. This car also had stoves in from date of arrival without protecting 
fruit. 

We next inspected car T. R. E. 30547, finding side boards loose at the bottom and 
also at the eaves, under the facia boards. Tvro end boards at west side over drawbar, 
were sprung out a sufficient distance to permit inserting one's finger under same. 
On goin^ inside and closing doors, we found that the north door (left-hand side) per- 
mitted light to enter, the crack being fully one-half inch at the bottom aud extending 
to very near the top. This car was also very loose inside, as we found fresh smoke or 
soot along nearly all of the cracks, some oi the bananas, themselves, being black 
with fresh soot, showing that this car afforded absolutely no protection from climatic 
conditions, inasmuch as it would not even resist- the smoke from the locomotive. 

In contrast to this equipment, we will state that we inspected two care on the 
B. & O. track, cars in question having arrived on March 5, 1913, containing fruit con- 
signed to our competitors. P. & R. car 19774, arrived consigned to Orutchfield & 
Woolfolk, and has been exposed to identically the same climatic condition, there 
being about one-fourth of a car of fruit in same, n-ee from frost and in perfect condition. 

We also examined L. V. car 3543 consigned to S. Catanzaro & €o., this car arriving 
same day and is on track to-day with about one-half of contents free from frost and in 
excellent condition.* 

This testimony, which was taken under oath, shows not only the 
poor condition of the cars which were fnrnishea at that time by the 
Armoiir Car Lines but also shows by contrast the diflference in the 
condition of fruit received in those cars and that received in cais of 
other companies. The witnesses stated that they had examined 
the fruit in a Philadelphia & Keading car which had been subjected 
to the same climatic conditions as the Tropical Refrigerator Express 
(Armour) cais, and had found that the fruit in the Philadelphia & 

1 1. C. C. Docket 4906, vol. 5. 
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Reading car was in good condition and that in the Tropical Re- 
frigerator Express cars was in very poor condition. 

3osejJi Flaherty, of the Connolly-Fanning Co., also submitted 
another affidavit aad placed it in tne official record.^ It is repro- 
duced herewith: 

Connolly-Fanning Co., 

Pittsburgh, Pa,, Mar, 10, 1913. 
To whom it may concern: 

Ihiring the winter seasons of 1911, 1912, and 1913, I have been handling for 
Connolly-Fanning Co. the selling end of their banana business. All of the frmt 
•which they have received from the South has come from the Atlantic Fruit Distribu- 
tors, New Orleans, and nearly all of it has been shipped in T. R. E. cars. 

The condition of the fruit arriving here in these cars during the winter months 
has been so notorious that the trade will not pay as much for the same fruit in similar 
condition and similar weight arriving in a T. K. E. car as they will if it is contained 
in any other kind of equipment. This is because of the fact that they have so gen- 
erally and regularly sustained losses due to frost damages where they purchase 
bananas out of T. R. E. cars. 

It is usual during the cold weather to put heating seoves [stoves] in the cars and it 
has been my experience that in any kind of refrigerator cars outroie of the T. R. E. 
cars a stove will not bum for any length of time with the plugs, vents, wid doors closed. 

On the other hand, almost invariably in the case of T. K. E. cars, the stoves will 
bum with all vents, plugs, and doors closed. 

I consider this conclusive proof that this class of equipment permits the ingress of 
fre^air. 

Joseph Flaherty. 

Sworn to and subscribed before me this 10th day of March, 1913. 

W. R. Shoup, 

Notary Public.^ 

The witness states in this affidavit that the generally poor condition 
of the Tropical Refrigerator Express (Armour) equipment is noto- 
rious. He says that iruit received in these cars will not bring the 
same price in the market as fruit received in other equipment because 
the trade has so generally sustained losses on such consignments. 
He says further that an oil stove will burn for considerable time in 
a Tropical Refrigerator Express car, whereas it will burn for only a 
very short time in other equipment because of the lack of oxygen 
in the air, which fact shows that the Tropical Refrigerator Express 
cars were not air-tight and therefore not capable of properly refriger- 
ating perishables in transit. 

Another affidavit placed in the record and signed bv G. R. Williams, 
Traffic Manager of Chase & Co., Jacksonvule, Fla., contains the 

following statement : 

• 

It is the writer's opinion that the bad condition on arrival at destination of such 
a large number of cars moving under refrigeration is caused to a large extent by the 
poor equipment that we are compelled to load. 

I have recently made trips to the railroad yards in Jacksonville for the purpose of 
inspecting cars of celery and lettuce loaded in Fruit Growers Express equipment and 
moving under refrigeration. I have found from personal observation that the cars 
are old and worn out and that there is ample opportunity for improper refrigeration. 
The cars have been in service so long tliat the hair-felt and other fiber insulating 
materials which have been used have been in service so long that they are rotten. 
Where care have been repaired the woodwork and painting has been made good 
while the insulation has not. Where there has been any attempt to replace the in- 
sulation it has not been properly done. Operating these cars as refrigerators is a 
good deal like attempting to warm up a house during zero weather with all the doors 
and windows open. The fact that we have so many commodities shipped in Armour 
(F. G. E.) cars during cold weather show frost damage on arrival destination is the 
best kind of evidence that the insulation is very poor and that cold gets in from the 
outside just as it gets out from the inside.^ 

1 1. C. C. Docket 4906, vol. 6. 



168 REPORT ON PRIVATE CAR LINES. 

This testimonjr shows that the witness was having generally poor 
results in shipping perishable commodities in Armour cars. He 
states that in nis opinion the poor refrigeration is due to a lack of 
proper insulation in the car and the fact that the cars are generally 
old and worn out. Numerous witnesses testified in this hearing that 
the Fruit Growers Express Inc. cars were generally in a poor condition. 
A few witnesses from one small growing district testified that the 
equipment was good, but their testimony is so strongly overbalanced 
by tne mass of testimony to the contrary, that it seems safe to con- 
clude that they had either been especially fortunate shippers in 
receiving the best of the Fruit Growers Express Inc. equipment or that 
their opinions were for some reason prejudiced. 

PAYMENT OF CLAIMS. 

Various witnesses also testified at this hearing that they had pre- 
sented large claims to the carriers for loss and damage to perishables 
carried in Armour cars and that but a very small percentage of these 
claims were ever paid. The railroads replied that no claim could be 
allowed since the icing records showed tnat the car had^ been prop- 
erly refrigerated. When the shippers asked to see the icing record 
the railroads invariably answered that the Armour Car Lines 
refused to produce the same but claimed that the records showed 
proper refrigeration. 

No testimony has been taken since 1914 concerning the condition 
of the Fruit Growers Express Inc. equipment, the quality of its refrig- 
eration service, or the amount of claims for loss on goods carried m 
its cars. The subject was not considered in the recent hearings on 
the private car case. 

The Fruit Growers Express Inc. cars, however, are still ineflficient 
according to modern standards of efficient reifrigeration; they are 
often in bad repair; and, even as to the newer cars, are not up to the 
standard required for the proper refrigeration of perishables in transit 
as the best practice has been developed by experience, experimenta- 
tion, and tests. The refrigeration service, on the other hand, that is, 
the proper icing of the car from origin to destination, as furnished 
by the Fruit Growers Express Inc., seems to be of the best. The 
fact, however, that the icing service is carefully supervised can not 
amend for the unfit equipment, for no matter now carefuUy this is 
done, goods transported in a damaged or worn-out car will be subject 
to improper refrigeration. 

EFFECT OF EXCLUSIVE CONTRACT. 

During the time that the exclusive contract has been in operation 
the shippers of fruits and vegetables in the Southeast have been in 
the unfortunate position of being compelled often to ship their prod- 
uce in poor equipment incapable of furnishing proper protection 
in transit. While it would appear that it is the duty of the railroad 
under the Act to Regulate Commerce to furnish '^ transportation" 
upon reasonable request therefor, and the term 'transportation" 
by the definition of the statute includes cars and all instrumentalities 
or facilities of shipment or carriage and all services in connection 
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with refrigeration or icing of property transported, ^ yet it is 
nevertheless true that the obh^ation of the raiboad with respect to 
furnishing adequate and suitable refrigerator cars under this statute 
and the means of enforcing the same through the Interstate Commerce 
Commission, or otherwise, have not been so developed as to aflFord 
the shipper any substantial rehef as to quaUty or number of cars fur- 
nished where no discrimination can be sluJwn as between different 
shippers. If there is discrimination in the distribution of cars, the 
Interstate Commerce Commission has the power to order that dis- 
crimination stopped, but if there is no discrimination the Commis- 
sion has no adequate means of regulating the suitabihty or number 
of the refrigerator cars supplied. (See pp. 70 and 71.) 

The lack of better provisions for refrigeration in the Southeast has 
been a great loss to tne coimtry of valuable foodstuffs. It has been 
a loss not only to the shippers, commission merchants, and other 
dealers in perishable fruits, but to the country as well, since part of 
the available supply has been destroved. In the end, the consumer 
has to bear the damage to the good.s in transit, since the loss sus- 
tained is reflected in the ultimate market price. It is clear that the 
pubHc interest would be served by more efficient refrigerating car 
service than has been furnished by the Fruit Growers Express Inc. 
under its exclusive contracts. 

A solution would be provision for a single ownership and respon- 
sibiUty for all three functions, namely ,• operation of the railroad, the 
furnishing of refrigerator cars, and the furnishing of icing service. 
This, if the railroad companies, as formerly, are to own and operate 
the railroads, would undoubtedly necessitate the cooperation of rail- 
road carriers in different parts of the country so as to provide the 
supply of refrigerator cars required in different sections in different 
seasons without uneconomical duphcation and waste. The asso- 
ciation of this branch of the transportation business with outside 
interests controlling large amounts of traffic, even when such traffic 
is not transported m the cars in question, appears to be unnecessary 
and to contain potentiaUties of abuse that would be avoided if equip- 
ment and services of this character were owned and operated solely 
by the Government; or by the railroads themselves under some co- 
operative arrangement, subject in aU respects to the iurisdiction of 
tne Interstate Commerce Commission, for a pool of the refrigerator 
cars. 

During the period of Federal control, the Railroad Administration 
has perfected designs for standard refrigerator cars, but due, in part, 
to the great demand on the country's faciUties for the construction 
of military railroad equipment and ordinary railroad equipment of 
more general use, none of these standard cars were built during the 
war, and it is understood the Railroad Administration now has no 
funds available for the construction of such equipment and that 
none of the railroad companies whose properties now are under 
Federal control have as yet taken any steps toward constructing 
additional refrigerator cars. 

1 Section 1, Interstate Commerce Act. 



GHAPTER 6. 

INFLUENCE OF THE BIG FIVE PACKERS ON RAILROADS. 

Cases involving the influence of the Big Five packers on the railroads 
have already been briefly cited in this report. The influence results 
from the operation of their cars and the heavy volume of freight 
tonnage under their control. The packers' traffic has served as a 
bait to entice competing carriers to grant them special concessions. 
In indictments now pending it is alleged that false claims for damage 
to goods in transit have recently been presented by one of the Big 
Five packers to the carriers. Some of these claims have been paid 
in whole or in part by the railroads. Mixing rules operate to the 
packers' advantage. Large allowances are paid to some of the larger 
packers by the carriers for the performance of a part of the trans- 
portation service, such as the loading and imloaoinff of live stock. 
Expedited service is given to the packers' cars. Tnese are a few 
of the methods employed. Other cases of various kinds wiU be 
explained which involve influence of the Big Five packers on the 
railroads and employees to secure for themselves and their affiliated 
companies rules and regulations especially advantageous to their 
interests. 

REBATES AND REFUNDS. 

In 1908 Armour & Co., Cudahy Packing Co., Morris & Co., and 
Swift & Co. were fined $15,000 each for accepting rebates and con- 
cessions from common carriers in violation of the act to regulate 
interstate commerce and the acts amendatory thereof and supple- 
mentarv thereto. There was nothing unusual about this proceeding, 
for at that time many of the larger snippers and some of the smaller 
ones in various industries were receiving special refunds and rebates 
from the carriers. A large number of shippers have been fined by 
the Interstate Commerce Commission for such violation of the act. ft 
is the prevalent opinion that direct rebates have been discontinued 
in recent years, and this generally holds true for the Big Five packers, 
no doubt, as well as for other shippers. There is evidence tending 
to show, however, that some of the Big Five packers until very 
recently have still persisted in making unlawful agreements with 
the carriers and accepting tmlawful rebates from them. 

Indictment (igainst Cudahy Packing Co, — The Cudahy Packing Co. 
is at present under indictment by a grand jury of the United States 
for collecting and attempting to collect various sums from the 
carriers for damage to goods m transit, on the basis of false bills, 
accounts, and affidavits. There are two indictments in the case. 
Both were filed on March 22, 1916, in the United States District 
Court, Eastern Division of the Northern District of Illinois. They 
cover the period of January 1, 1912, to March 22, 1916. The first 
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indictment names The Cudahy Packing Co., John A. McNaughton, 
James W. Robb, Jolin E. O^Brien, Frank Melville, and the Chicago 
& Alton Railroad Co. as defendants.* The indictment ia brought 
against the defendants for violation of section 37 of the criminal 
code, the act to regulate commerce, and the Elkins Act. It is 
charged in the indictment that the defendants knowingly conspired, 
combined, confederated, and agreed together to commit the offense 
of obtaining an allowance and payment to The Cudahy Packing Co. 
from certain common carriers for loss and damage to goods in transit 
by the use of certain false claims, false bills, accounts, and affidavits. 
Payment of such claims amoimts to a rebate from the carrier to the 
shipper, in that it secures to the packing company transportation 
services at less than the pubhshed rates oi the carrier. 

It is further alleged that in pursuance and in furtherance of the 
unlawful conspiracy, combination, confederation, and agreement 
certain employees oi the packing company who are named as defend- 
ants in the proceeding, namely, John E. O'Brien and Frank Melville, 
signed and swore to certain false statements which the signers, The 
Cudahy Packing Cd. and the other employees of the packing com- 

?any named as defendants, knew to be false, fictitious, and fraudulent, 
he affidavits alleged to be false are reproduced in the indictment. 

The indictment also alleges that in pursuance of the conspiracy 
and to effect the object of the same the Chicago & Alton Railroad 
Co. entered into an agreement with The Cudahy Packing Co. to run 
a certain train from Kansas City, Mo., to Argo, 111., in two hours 
less running time than its regular schedule. 

The indictment also charges that the defendants formed a con- 
spiracy to commit the offense of soliciting, accepting, and receiving 
for The Cudahy Packing Co. from The Chicago & Alton Railroad Co. 
and other common carriers large sums of money as concessions and 
rebates of the money which had been paid and was to be paid by 
the packing company to the various common carriers for transpor- 
tation of the packing company's products. 

The indictment also alleges that the formation of the conspiracy 
and the acts in pursuance and furtherance of the same, namely, the 

gayment of sums of money by the carriers to The Cudahy Packing 
o. on the basis of false claims for damage to goods in transit, the 
payment to the packing company of unla^ul rebates, and the agree- 
ment providing for the transportation of the company's procTucts 
on a schedule faster than the regular schedule applied to the trans- 
portation of products of other shippers, amount to a discrimination 
in favor of The Cudahy Packing Co. as against other shippers and 
competitors who were paying the full and regular charges for their 
transportation services. 

The second indictment is brought against The Cudahy Packing Co., 
John A. McNaughton, and James WT Robb for violation of the act 
to regulate commerce and the Elkins Act. The indictment is in 
50 counts. Each count deals with a particular shipment of meats 
and packing-house products by The Cfudahy Packing Co. over the 
lines of one or more common carriers. 

In 45 of these counts the indictment alleges that The Cudahy Pack- 
ing Co., John A. McNaughton, and James W. Robb, employees of the 
packing company, presented to certain carriers claims for damage to 

1 The individuals named as defendants in this indictment are employees of The Cudahy Packing Co^ 
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goods in transit, and that in support of these claims the defendants 
knowingly and willfully presented to the carriers false biUs, state- 
ments, accounts, and affidavits. It is alleged that the defendants 
well knew that the documents filed with the carriers in support of 
these claims contained false, fictitious, and fraudulent entries. It is 
charged that the defendants knowingly and willfully represented that 
The Cudahy Packing Co. had sustained losses from damage to goods 
in transit when they well knew that there had been no such loss to the 
company. In each case the documents filed by the company with 
the common carrier in support of the claim, which documents are 
alleged to be false, are reproduced in the indictment. Of the 45 
claims presented by the packing company to the carriers, 30 had been 
paid in whole or in part on the date of the fihng of the indictment. 

In the other five counts the defendants are charged with the offense 
of soliciting, accepting, and receiving from certain common carriers 
certain sums of money by falsely representing to the carriers that the 
packing company's goods had been damaged m transit. It is charged 
that these payments amount to an unlawful concession to the pack- 
ing company in that they secure for it transportation services at less 
than the regular rates pubUshed in the tariffs of the carriers. ^ 

Jersey City Stockyards case, — Other big packers are under indict- 
ment returned by a grand jury of the United States on August 5, 
1918. This indictment was brought against Armour & Co., Swift & 
Co., the Pennsylvania Railroad Co., and the Jersey City Stockyards 
Co. for violation of section 37 of the Criminal Code and section 1 of the 
Elkins Act of 1903, as amended by the Hepburn Act of 1906. The 
indictment is in five counts. The charge is that the defendant com- 
panies confederated and conspired to commit the offense of pro- 
curing for Armour & Co. and Swift and Co. a rebate and concession 
in respect to the transportation of live stock over the lines of the 
Pennsylvania Railroad Co. and connecting lines. 

First count: The indictment alleges that Armour & Co., Swift & 
Co., and the Pennsylvania Railroad Co. did unlawfully, knowingly, 
and feloniously conspire, combine, confederate, and agree together 
to commit the offense of giving and receiving a rebate and concession 
in the transportation of the goods of the aforementioned packing 
companies over the lines of the Pennsylvania Railroad Co., whereby 
such shipments should and would be made and transported at less 
than the lawfully established rates. 

The indictment sets forth that the Harsimus stockyards property 
is worth approximately $1,650,000 and has a rental value of more 
than $100,000 per year. In carrying out the pm^pose of the con- 
spiracy it was agreed that Armour & Co. should organize the Jersey 
City Stockyards Co., which should be owned by Armour & Co. and 
Swift & Co. The Pennsylvania Railroad Co. snould then lease the 
stockyards known as the Harsimus stockyards property to the Jersey 
City Stockyards Co. for $25,000 a year for a period of 10 years, with 
the privilege of renewal at the expiration of the lease. Payment of 
this inadequate rental is one basis for the indictment oh the charge of 
obtaining a rebate or concession. 

It was intended that the Jersey City Stockyards Co. should acquire 
a leasehold estate in the stockyards property, which should have an 
actual present cash value of more than $1,000,000. The capital 
stock of the stockyards company should be $500,000, but by virtue of 
acquiring a leasehold estate in the Harsimus stockyards property this 
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capital stock should have, at the tune of issue, an actual intrinsic 
market value of more than $1,000,000. Issuance of this stock for 
$500,000 when it had an actual market value of more than $1,000,000 
at the time of issue is a second basis for the charge against the 
packing companies that they were receiving a rebate and concession. 

The indictment alleges that it was further agreed that Armour & 
Co. and Swift & Co. should ship all the live stock under their control 
by way of the Pennsylvania Raih*oad and connecting lines through 
Jersey City. 

It IS also set forth in this count that the property was leased to the 
Jersey City Stockyards Co. as intended; that the stockyards company 
did acquire the leasehold estate; that shipments were routed by the 
packing companies as agreed; that various devices were adopted 
to conceal the real ownership of the Jersey City Stockyards Co.; 
and that Swift & Co. became interested in the company as intended. 

Second count: The allegations set forth in count 1 are reiterated 
in count 2, with the additional charge that the defendants intended 
that Armour & Co. and Swift & Co., through the Jersey City Stock- 
yards Co., should acquire a leasehold estate in the Harsimus stock- 
yards property and that the same was knowingly intended by all 
defendants to be a rebate and concession to these companies. 
. Third count: It is alleged that the defendants well knew Armour 
& Co. and Swift & Co. were charged an inadequate rental for the use 
of the stockyards property and that the defendants well knew that 
payment of such inadequate rental was a rebate and concession in 
favor of these companies by which they should secure transportation 
services at less than the lawfully established rates. 

Fourth count: It is alleged that the inadequate rental and the 
consequent securing of transportation service at less than the lawful 
rates amounted to a discrimination in favor of Armour & Co. and 
Swift & Co. as against all other shippers. 

Fifth count: It is alleged that the defendants conspired and con- 
federated to give the Jersey City Stockyards Co. complete control and 
dominion over the stockvards property, although they well knew 
that this property was tne live-stock terminal of the I^ennsylvania 
Railroad for the discharge of stock shipped over its lines to Jersey 
City and New York City, and that the railroad possessed no other 
property used for this purpose and had no other terminal facilities 
for such shipments. It is alleged that the conspiracy was devised to 
enable Armour & Co. and Swift & Co. to obtain complete information 
concerning shipments of their competitors and to exercise complete 
control over such shipments through the Jersey City yards to their 
own advantage and to the disadvantage of their competitors, whereby 
a discrimination and concession was practiced in theu* favor. 

The following letter, written by Samuel W. AUerton, original lessee 
of the stockyards property, introduces the subject: 

See J. B. T. F^ 

Highland Street, South Pasadena, California. *' 

South Pasadena, California, January 13, 19H, 
Mr. D. T. McCabe, 

Srd Vice President Pa. Co,, Pittsburg, Pa. 

My Dear McCabe: I have just received a statement from Mr. Oliver ' showing that 
yre were three thousand cars short on the Pa. & Fort Wayne R. R. and about fifteen 



' Agent for the P. K. R. in Chicago. 
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hundred cars on the P. C. C. & St. L. R. R. out of Chicago. We have made a big 
increase in our local business, but we are short out of Chicago 4,500 cars. The through 
cattle that are shipped out of Chica«) are shipped mostly by S. & S.,* United Dressed 
Beef Co. and the New York Butdiers' Associationy and Ed. Marse [Morris], who 
bought out Steams [Joseph Stem Sons, Inc.], who used to ship with us about 4,000 
cars per year. The JN^ew York Central tried to get him away from us, but they could 
not do so, until they got Marse pdorris] to buy him out. 

No man can ship cattle from Chicago to New York unless he has an abattoir. 

We have to ship a few cattle in February to our butchers. We always expect to 
lose about $20 per car. ' 

Now the real question is how are we going to make up this shortage. There is 
but one way to do it, and that is to get Armour in Jersey City, and then we will get 
the New York Butchers' Association's cattle wliich will put us in good shape and 
I feel sure then we will maintain our percentage for years to come. 

I think next spring I can get Armour to take hold of Jersey City; oiu: people want 
him but the trouble is that it will cost one and one-half million dollars to build an 
abattoir at Jersey City, and our people do not like to advance the money, and Armour 
does not lie [like] to put the money out on leased ground, but I think I could make 
an arrangement with Armour to lease the ground for the abattoir, and he build the 
abattoir, and the Pa. Railroad would take it off his hands at the end of the lease with 
two per cent depreciation, and I think our people would have to lend him about 
one-half the money to build it. 

Legally he could not lease the grounds, but I could arrange with him to lease the 
ground and sell him most of the stock. 

The lease of Jersey City runs out one year from next February, and it would prob- 
ably take one year to build the abattoir. 

Now I think that when you are in Philadelphia you ought to take this matter up 
with Mr. Thayer, because this is the only way we can increase our sliipments out of 
Chicago. 

I hope you and your family are all well. I never was better in my life than I am 
this winter. 

Yours truly,. 

S. W. Allertox. 

It appears from this letter of Allerton that he was intimately 
associated with the Pennsylvania Railroad, for he refers to the rail- 
road company as *^oiir people," and seems to have taken the initia- 
tive in this case because of his desire to bring additional traffic to 
the Pennsylvania Railroad Co. Another statement still further 
indicates ias close relations with the Pennsylvania Railroad where 
he says 'Hhis is the only way we can increase our shipments out of 
Chicago." It appears that livo-stock shipments over the Pennsyl- 
vania to Jersey City were falling oflF, and that the ''one way" pro- 
posed by Allerton to increase this movement was for the Penn- 
sylvania to hand over control of the stockyards to Armour & Co. 

On September 27, 1912, A. W. McLaren, manager of the transporta- 
tion department of Morris & Co., wrote the following letter to G. D. 
Dixon, vice-president of the Pennsylvania Railroad Co.: 

Morris & Co., Transportation Department, 

Chicago, III., September 21, 19JS. 
Mr. G. D. Dixon, 

Vice President, Pennsylvania Railroad Co. 

Dear Sir: Referring to my talk with you yesterday morning at vour office in re- 
gard to the Jersey City Stockyards, at which time you advised me that the matter of 
making another lease was still open for negotiation and asked that I file with you a 
letter making application tiberefor, if we were interested: — 

We would like to be considered as an applicant for these yards, and are prepared 
to make you a flat offer of $50,000 a year rent, on the understanding that present 
conditions "will be maintained. This is an increase over what you are now receiving 
of a hundred per cent, as we are informed, and I trust is sufficient to justify your com- 
pany in leasing the property to us. 

* Sulzberger & Sons' Co. 
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We hope nothing definite will be done towards closing this lease without our being 
included or an opportunity being given us to further discuss the matter. 
Awaiting your favorable reply, we remain, 
Yours truly, 

Morris & Co., 
A. W. McLaren, 



n\e F. 32. 



Manager Transportation Department, 



McLaren knew that the Pennsylvania Railroad was n^otiating 
with Armour & Co. He knew also that the consideration for the 
lease of the stockyards had been $25,000. It was the desire of 
Morris & Co. to secure lease of this property and McLaren there- 
fore offered the railroad company $50,000 per year in the hope that 
this increase of 100 per cent in the rental would be sufficient considera- 
tion to secure the yards for his company. 

On the same day he wrote the following letter which presents the 
arguments that Morris & Co. brought to oear on the Pennsylvania 
Railroad Co. as an inducement for that company to lease the yards 
to Morris & Co. in preference to Armour. 

Personal: 

Chicago, III., September 27, 1912. 

Mr. G. D. Dixon, I 

Vice President, Pennsylvania Railroad Co., Philadelphia, Pa. 

Dear Sir: Referring further to your application for the lease of the Jersey City 
stockyards, which we are informed will be renewed shortly for a long term, probably 
Xo tenants other than the present lessees. 

As stated in my interview with you, we wish to be considered as applicants for 
this lease, and in view of the general situation and all the circumstances, we feel our 
application, if given favorable consideration, would result advantageously to the 
Pennsylvania Co. 

In this particular, I would like to call your attention to the great number of live 
cattle which our company is shipping each week to New York City, to the Joseph 
Stem & Sons plant, which movement is controlled by us; also to the following table, 
which will give you an idea of the export movement of live cattle for the past 5 years, 
showing the position of this company as compared with its principal competitors: 





Morris. 


Swift. 

70,032 
59,256 
53, 919 
38,702 
42,220 


Suls- 
beiger. 


Armour. 


1007 


92,959 
93,444 
82,621 
599942 
66,003 


43.139 
26; 560 
19,015 
12, 266 
23,784 


None. 


1908 


None. 


1909 


None. 


IMO 


None. 


1911 


None. 







The interests controlling the 40th Street yards, [Western Stock Yards Co.] which 
are located in the heart of the West Side slaughterhouse district on Manhattan 
Island, are such that we can attach to the Jersey City Stock Yards the 40th Street 
yard. 

This yard is the only lai^e stockyard available on Manhattan Island which is owned 
by interests other then railroads, and over which we will exert a controlling influence 
during a long lease. This latter yard has dock facilities in connection with it, in the 
heart of the slaughterhouse district. 

The traffic which you are now enjoying from other interests making application 
for these yards, can not be very much increased. They already control to a large 
degree your idng facilities which are very valuable and through which you are 
strongly allied, and the tonnage you are now enjo^ng can reasonably be considered 
as a maximum. Therefore, the forming of an alliance with our interest should be 
the means of bringing to your line a great additional tonnage, and these facts, we feel, 
should appeal to you as the traffic director of the Pennsylvania Lines, as to why it 
would be inadvisable to make any arrangement at Jersey City which does not con- 
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template our interests being included therein. I would like to talk to you further 
in the matter and trust that nothing will be done toward closing up this proposition 
without including us therein, or affording us an opportunity to fiirther discuss the 
subject with you. 

Yours very truly, 
F. 32. A. W. McLaren. 

According to the statement of McLaren in this letter, Morris 
& Co. appears to have regarded itself able to control the Western 
Stock Yards Co. to the extent of attaching it to the Jersey City 
yards (presumably in the sense that it could arrange to turn its 
traffic to the Pennsylvania) ; and this was held out as a special induce- 
ment to the Pennsylvania to lease the Jersey City yards to Morris 
& Co.i • 

On the same date, September 27, Dixon wrote the following con- 
fidential memorandum to D. T. McCabe, acquainting him with the 
visit of McLaren and indicating that he would probably try to use 
the offer of McLaren in an effort to secure a better deal with Arthur 
Meeker, of Armour & Co. 

F. 32. September 27, 1912. 

Confidential. 

Mr. D. T. McCabe, 

Fourth Vice President^ Pennsylvania LineSy 

Pittsburgh^ Pa. 

Dear Sir: I had a visit yesterday from Mr. A. W. MacLaren of Morris & Co. Evi- 
dently they have heard that we are working with Armour & Co. in the Jersey City 
niatter. He was very persistent that we let them make a bid for this property, inti- 
mating that they could do a great deal more for us. Finally he said *' Let us go into 
partners with Armour & Co. 

I expect to meet Mr. Meeker in New York on Tuesday next and it is well to have 
this proposition before us, as it may enable us to make a better deal. 
Yours truly, 

Geo. D. Dixon, 
W. Vice President, 

On October 2 Dixon wrote the following letter to Morris & Co., 
in which he states that the ^^negotiations have progressed so far with 
another party that I am not in a position to take up the question 
with you/' 

October 2, 1912. 

Messrs. Morris & Co., Chicago^ III. 

Gentlemen; Referring to your letter of September 27, in regard to the Jersey City 
stockyards matter: we have been negotiating with another party in regard to thjs 
matter, and I find that the negotiations have progressed so far that I am not in a 
position to take up the question with you. 
Yours truly, 

George D. Dixon, 
File F. 32. Vice President. 

The following letter, written by S. W. AUerton on October 9, in- 
dorses the action of Dixon in his communication of October 2 to 
Morris & Co. AUerton states specifically that Morris & Co. is an 
enemy of the Pennsylvania Railroad, and that the effort of the com- 

1 Whatever the control of the Western Stock Yards Co. may have been at that time (1912), the Jersey 
City Stock Yards Co. in January, 1918, reported to the commission that its president, R. C. Bonham, was 
also president of the Westwn Stock Yards Co. and in his individual capacity owned stock therein. The 
Jersey City Stock Yards Co. further reported that it delivers hogs destined to New York City to the yards 
of the Western Stock Yards Co. 

It thus appears that Armour & Co. and Swift & Co. in securing the J&rsi&j City Stock Yards lease were 
also able to attach to that yard the 40th Street Yard of the Western Stock x ards Co. 
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pany to secure the lease of the Jersey City yards was intended only 

for the purpose of tying them up. 

S. W. Allerton, 

151 First National Bank Building ^ 

Chicago f October 9, 1912. 
Mr. Geo. D. Dixon, 

Vice President Pennsylvania Railroad Co., 

Philadelphia, Pa. 

My Dear Sir: So far as Morris is concerned, he is on the New York Central where 
he expected to do all the business done in New York. He expected to clean ns out 
in Jersey City, but we have the business and he has his own cattle and a few calves. 
He is an enemy of the Pennsylvania Railroad as he is tied up on another road, but he 
would like to do something to make trouble if he could, so I don't think you want to 
pay any attention to him as he is clearly and positively your enemy. 
Yours truly, 

S. W. Allerton. 

Allerton from the beginning thought that Armour & Co. might 
be able to secure the interest of Swiit & Co. in a lease of the yards, 
and these two packing companies would control by far the majority 
of the live-stock shipments into Jersey City. Accordingly, an effort 
was made early in the negotiations to secure the interest of Swift & 
Co. From the correspondence it appears that active effort to secure 
the interest of Swift & Co. was made by Arthur Meeker, of Armour & 
Co., and by Allerton himself. The following letter, written by 
Allerton to Dixon, of the Pennsylvania Railroad, November 2, 1912, 
is the first one referring to the efforts of the stockyards company to 
secure the interest of Swift. 

F32 
5 

S. W. Allerton, 
757 First National Bank Building, 

Chicago, November 2, 1912, 
Mr. George D. Dixon, 

Vice President Pennsylvania Railroad Co., Traffic Department, 

Philadelphia^ Pa. 

My Dear Dixon: Mr. Meeker tells me that he thinks he can get Morris, S. & S., 
and Swift, all on our road. I tell him I think that would be a mistake as it would lead 
to a fight, and undoubtedly, would break the rates and be a general row. 

What we really want is a good big share — ^f uU percentage of the business. Now am I 
right or would you like to have him attempt to get all this business? I think next 
spring, we probably will be able to get all Swift's business. That's the business the 
Lehigh Valley has from the United Dressed Beef Company which is now owned by 
Swift. Morris of course, is all alone, expecting to do all the business and now has 
lost it. 

I think (juite likely that Arthur Meeker might get Morris, but I think if he could get 
Swift, he is a much better man than Morris. 
Yours truly, 

S. W. Allerton. 

On February 4, 1913, the memorandum that was to be used as a 
basis for formal contract between the parties was prepared. Copies 
of this memorandum were sent to the interested parties and approved 
by Arthur Meeker and G. B. Robbins of Armour & Co., and O. L. 
Sheppard, general superintendent of the Pennsylvania Railroad Co. 

MEMORANDUM OP UNDERSTANDING WHICH WILL BE USED AS A BASIS FOR A FORMAL 
CONTRACT t6 BE PREPARED BY THE LEGAL DEPARTMENT. 

In view of the fact of Armoiur & Co. not spending the money on the Jersey City 
ctockyard property as originally outlined, it is their intention to purchase the Halstead 
property, located at the corner of 17th and Cole Streets; and they wish to be relieved 

1147S7*— 20 ^12 
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of the former understanding as to expenditure on the Jersey City property, in lieu of 
which they agree: 

First, that all live stock controlled or shipped by them, used in this packii^ estab- 
lishment, will be shipped over the Pennsylvania system to Jersey City and slaughtered 
at that point. 

Second, that any and all other traffic shipped in or out of the Halstead property, 
which is to be operated by Armour & Co., will be routed and forwarded via the I*eim- 
sylvania system, except where it is impracticable to do so. 

It is understood that the operation of this Contract will be of the same duration as 
the Contract between the Jersey City Stock Yards Co. and the Pennsylvania Rail- 
road Co. 

February 4, 1913: 

Copy to P. B. Prince with letter 2/5. 
O. K. 

A. Meeker. 

G. B. ROBBINS. 

O. L. Sheppard. 

The following comment was written in the margin to the ri^t of 
the second agreement: ''Want separate agreement between P. K. R, 
& Armour & Co. relative to this clause/' 

On April 28, 1913, Meeker, of Armour & Co., wrote the following 
letter to Dixon of the Pennsylvania Railroad Co. He states in it the 
probable reasons for the lack of interest on the part of Swift & Co. in 

the lease of the stockyards. 

Armoi^rACc, 
General Offices: Unimi Stock Yards, 

" Chicago; III., April 28, 191S. 
Mr. George D. Dixon, 

Vice President, Pennsylvania Railroad Co., 

Broad Street Station, Philadelphia, Pa. 

Dear Mr. Dtxon: I received the enclosed from Swift <& Co.; have had a couple of 
meetings with them since, and Mr. Robbins has also seen them. 

They say frankly that the present arrangement gives them splendid railway service, 
and they do not see how they can improve their position any financially by becoming 
interested in the Jersey City Stock Yards, from which I infer that they have recently 
made some very favorable arrangements vnth the Lehigh Valley; just ifie nature of it I do 
not know. We offered them a thirty per cent, interest in the yards, which is practically 
what we would have had had they accepted it; and that seemed to be satisfactory to 
them. 

I regret the loss of their business for the railroad and for the Stock Yards Co.. but I 
do not see how we could have done anything more than we did do in the matter. 
Yours very truly, 

Arthur Meeker. 

Meeker states in this letter that he infers that Swift & Co. 
have recently made ''some very favorable arrangements with the 
yi/ehigh Valley." He says further that Swift & Co. were oflFered a 
30 per cent interest in the yards. Apparently this offer was not 
sufficient to interest them. The itahcized p6rtion of the foregoing 
letter was underscored in the original. 

On July 31, 1913. Meeker wrote Dixon of the Pennsylvania that he 

was finally successiul in securing the interest of Swift in the Jersey 

City yards. 

F32 
15 
Armour & Co., 
General Offices: Union Stock Yards, 

Chicago, III., July 31, 191$. 

ack 8/2 
Mr. George D. Dixon, 

Vice President, Pennsylvania Railroad Co. , 

Broad Street Station, Philadelphia, Pa. 

Dear Mr. Dixon : I am in receipt of yours of July 8th and will endeavor to get 
some more data on the subject mentioned. Many thanks for writing me so promptly. 
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You will be |;lad to know that aft^ protracted negotiations we have gotten Swift & 
Co. interested in the Jersey City yards, and within a week are going to ship the cattle 
that they Mil in their plant, 1st Ave. & 44th Street — about 400 pw week — over the Penn- 
sylvania, to thte Jersey City yards, as well as all their small stock, tiiat is i^eep and 
lambs and calves which will run close to 10,000 head a week at the present time but 
will average about 7,000 to 8,000 for the year. 

There is no possibility of getting their United Dressed Beef Co. cattle, as they have 
some kind of a deal witn the Leh^h, .particulars of which I could not get at, which is 
more favorable than anything we could offer thenu 

We have made this arrangement at considerable sacrifice to ourselves, in order to 
bring more freight to your road. 
Yours very truly, 

Arthur Meeker. 

It is very apparent from this letter that Swift & Co. had a very 
favorable arrangement with the Lehigh Valley. Hia statement that 
the arrangement with Swift & Co. was made at '^considerable sac- 
rifice to om^elves/' seems to indicat-e that Armour & Co. handled 
the negotiations with the railroad company singly and later held 
out an inducement to Swift & Co. in order to secure their interest in 
the yards. 

A few days later Allerton wrote the following letter to Dixon com- 
menting on the efforts made to secure the Swift & Co. business: 

S. W. Allerton, 
757 First Naticmal Bank BuUdinff, 

Chicago, August 4, 19 IS. 

Ack 8/6 
Mr. George B. Dixon, 

Vice President J Traffic Department, Pennsylvania Railroad Co., 

Philadelphia^ Pa, 

My Dear Dixon : After a long siege of negotiations, we have succeeded in getting 
Swift's stock back on the road. I tMnk, if you knew what it cost me, you would say 
I was a little fooli^; but first, my ambition was to have the Pennsylvania Railroad 
carry more live stock out of Chicago and more live stock into Jersey City, and Swift 
was the only shipper possible for me to get. First, it ^yas very important to have 
Swift and Armour as buyers in the Jersey City stockyams, as tney brought S. & S. 
and Morris to the Jersey City stockyards. They could not afford to let Armour and 
Swift have all the local cattle, as they are always cheaper than through cattle from 
Chicago. 

S. & S. have been ten years trying to build a market at Jersey City, but they could 
not get the commission men from us, and, consequently could not form a market. 
Second, Swift was a very important factor in Pittsburgh, as he bought a good many 
heavy hogs that he shipped to Boston, that we had really no trade for. 

Your agent here, Mr. Oliver, came down to see me a good many times, urging me 
to get Swift back on the road, as he said that gave him some small cattle shippers who 
followed Swift, and when Swift was on our road, he was able to get a great deal of 
Swift's provisions, which amounted to more than tiie cattle, so he was very anxious 
that I get Swift back on the road. 

I now feel pretty sure that the Pennsylvania Railroad will always get its full share 
of live stock into New York. We have been doing pretty well without Swift, but I 
h(^ we will now do better. 
Yours sincerely, 

S. W. Allerton. 

This letter is interesting for it indicates that a liberal consideration 
was involved in order to swing the Swift & Co. business to the Penn- 
sylvania. Allerton says definitely that *4f you knew what it cost 
me, you would say I was a little foolish/' from which it appears 
that the plan for leasing the yards wets in the nature of a mutual ^ve 
and take between the railroad company and the two packing 
companies. 

On August 6 McCabe sent a letter to Dixon, which is inter- 
esting from the fact that McCabe says, *'I am glad that Swift & 



180 KEPORT ON PRIVATE CAR LINES. 

Co. concluded to go to the Jersey City yards, although I have no 
doubt that the Smfts insisted on conditions which made it advan- 
tageous to them to acquire an interest in the yards/' He says fur- 
ther, '' We are asking our people to look after it [Swift business] and see 
that it is given good service." He says also that " It is also important 
that the westbound empties be promptly returned." It is evident 
from these directions that the service secured by the big packers is 
due to very definite influence and does not entirely result frcrm their 
large corps of traffic experts. 

Pennsylvania Lines West op Pittsburgh, 

General Office, Pennsylvania Station, 

Pittsburgh, Pa., August 6, 1913. 
From: G. B. Dixon, 8-2-13 (enclosures). 
Subject: Swift & Co. — Acquisition of interest in Jersey City stockyards — Routing of 

Chicago-New York live stock via Pennsylvania. 
Respectfully returned to: Mr. G. D. Dixon, vice president, Pennsylvania Railroad, 
Philadelphia, Pa. 

This is confirmed by a letter which I have from Mr. AUerton on the subject; I have 
no doubt he has also written you. I am glad that Swift & Co. concluded to go to the 
Jersey City yards, although I have no doubt that the Swifts insisted on conditiona 
whicn made it advantageous to them to acquire an interest in the yards. ^ Mr. Hodg- 
don also has a letter from Mr. Oliver, our live-stock agent at Chicago, in which he 
sajrs arrangements have been made for Swift to turn his business over to our lines 
commencing with Hie 4th of this month, and we are asking our people to look after it 
and see that it is given good service. I hope that you will do likewise. It is also 
important that the westbound empties be promptly returned. 

D. T. McCabe, 
FoTirth Vice President. 

On August 19, Robert C. Wright, freight traffic manager, wrote 
Dixon the following letter: 

G. D. D. 8. 8. — Jersey City stockyards — Interest of Swift & Co. in. 

The Pennsylvania Railroad Co., 
General Office, Broad Street STATiONi 

Philadelphia, August 19, 1913. 
Office op the Freight Traffic Manager. 
Mr. Geo. D. Dixon, Vice President: 

Our people have been advised of this and our transportation department have made 
every preparation to handle the business in a manner satisfactory to Swift <fe Co., 
including the movement of westbound empties. 

RoBT. C. Wright, 
RCWKy Freight Traffic Manager. 

This letter shows the movement of westbound empties, previously 
referred to in McCabe^s letter, was to be facilitated as much as pos- 
sible. 

The correspondence presents the history of an actual case which 
clearly indicates that considerations and concessions are made by 
railroads to secure packer business and that in return for such con- 
cessions the packers contract and agree to ship their live stock and 
product over the lines of the contracting railroad company. The 
packer is always on the lookout for the most advantageous arrange- 
ment he can make, while the railroad company, on the other hand, is 
after the traffic. 

RATES. 

The influence of the large packer on the railroads, resulting from 
the enormous freight tonnage under his control, has resulted in his 
"bility to dictate to the earners at times the rates which he shall pay 

^ the handling of his products. An example of this is foimd m a 
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case with the Erie Railroad which arose out of certain charges to 
Swift & Co. for some shipments of fertilizer. Swift & Co. originally- 
paid the rate of $3 per car, which applied on animal products shipped 
between the company's Long Island and Jersey City plants. It was 
later discovered that the tariff did not apply to fertilizer, for it could 
not be considered an animal product. Mother tariff was therefore 
apphed to these shipments whereby the charges to Swift & Co. were 
apparently increased in the sum of $511.72. The Erie Railroad then 
changed its tariff in order that future shipments of fertilizer might be 
made at the animal-product rate. Swift & Co. was not satisfied 
with this, but it desired to have the railroad company refund the 
excess whidi it had paid on the shipment which had been made 
before the tariff was revised. The company, therefore, presented 
a claim against the Erie Railroad for $511.72. It was found that 
this claim could hot be paid, however, without bringing the matter 
to the attention of the Interstate Commerce Commission, which 
neither the railroad nor Swift & Co. deemed it advisable to have 
reviewed by that body. This situation is best explained in the fol- 
lowing letters passing between Swift ofl&cials: 

Fne A-14182. 

ClaiiQ No. 110047— $511.72. 

Chicago, June 28, 1915, 
Messrs. F. H. Frederick, 
P. J. Shaw. 

Gentlemen: Mr. Cooke* talked to me very frankly regarding the claim we have 
against the Erie Railroad for approximately $512, as I remember it, overcharge on 
fertilizer shipment between Long Island and Jersey City. He makes the argument 
that they collected originally the wrong charges as shown by their tariff, and after- 
wards corrected their charges and collected the correct amount, and, then corrected 
their tariff to the amount that they had charged in the first place. He says the only 
way he canp^y ^^ claim, and I know we all agree with him^ is to refer it to the Com- 
mission. He feels sure if he does this the commission, looking into the record of the 
case will find where they carried the freight at less than their tariff rate and that 
both of us will be fined and he thinks we had better drop it — ^both for our protection 
and theirs. 

1 would like to have your opinion on the matter. 

A. R. Fay. 
ARF-B 
RR. Dept. 

File X-132. 

Claim 110047— Amount $511.72. 

Private. 

April 1, 1915. 
Mr. A. R. Fay, 
R. R. Department, 
Chicago, 111, 

Dear Sir: Mr. Wilson A. G. F. A. Erie R. R. Co., called me in his office to-day 
relative to above claim for reparation (see PJS letter Feb. 8). Mr. Cooke had written 
a letter to Mr. Fay but decided not to send it as he could not clearly state what he 
wanted to consider and asked Mr. Wilson to express to me in person Mr; Cooke's 
opinion in the matter and convey it to Mr. Fay. These cars of Fertilizers were billed 
originally at the $3 per car rate and some time afterwards corrected to the 6th class rate 
that this fertilizer never was considered an animal product and conseguently was not 
entitled to the $3 per car rate, and if we insist on this claim being allowed between 
the difference of the 6th class rate and the commodit^r rate of 90 cents per ton which 
was put in Sept., 1914, in going before the commission for permission to allow it, 
it will open up this question of fS per car rate and which Mr, Cooke is satisfied will be 
scrutinized very closely by the commission and declared a preferential rat& in that it operates 
between two plants of Swift <b Co. and Mr. Cooke is very much of the opinion we would 

1 Of the Brie Railroad. 
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stand to lose the present rate of $3 per car on variota commoiities and the less Ae^ is said 
of this fS rate «fec hetter. Cenainly Hie Erie are riot n hit eTithusiastic in liavmg it hrought 
ewJt^She MineUgkt pet ^wf do •net want to ^ ^m^kin§ that «9 M^^ to diistw% U whUe 
itisofiieni^iio us,* Mr. €o&k« ^voold ibe :piii»Bed to faav^e IliiB clidm ^^^ 

YonTB very truly. 

Swift & Co. (Inc), 
W. P. C. 

RB. Dep*. 

WFC-C 

This tetter shows that Swift & Oo. and the Erie Ranroad Co. knew 
that this rate <rf $3 per car on animal products carried between two 
of the Swift plants was a |)referential rate in favor of Swift & Co. 
It was apparent that the Erie did not care to dbttrrb the rate so long 
as it was of benefit to Swift & Co. 

A. R. Fay, of Swift & Co., apparently considered Che proposition 

in just the same way as Coote. He apparently thought it better 

for his company to waive this small claim of $511.72 rather than to 

bring to tibe attention of the Interstate Commerce Commission a rate 

whi^ was at least questionable and which might be discontinued if 

reviefwed by the commission. Fay decided to withdraw the claim 

against the Erie Railroad, as is shown in the following letter written 

by him to his assistant, F. H. Frederick. 

Chicaoo, Mardi IS, 19H. 
Mr. F. H. FaEDEKicft, 
DepartToent. 

File 75&-ARF 

-Referring to Ite attach^ed aad to A-13888: Thiaik we faftd bett^ di^ tkra claim 
against the Erie; Mr. Cooke feeis, permBally, v^y bitter about it. 

A. R. Fat. 
ARF-B 

MIXING EULBS- 

Tari^remdon. — It has already been pointed out in this r^ort that 
the privilege of shipping a mixed car load of Tarious products operates 
in favor of the large packers who have the variety of products to 
ship. Their competitors are unable to take advantage of the privilege 
♦because they do not manufacture such a diversity of products. 
Mixing rules are sometimes devised in accordance with the wishes 
of the large packer. An example of this is found in a recent tariS 
revision by the Erie Railroad Co. An item in the Erie tariff pro- 
vided that on shipments from Buffalo, all articles loaded into the car, 
whether fifth class or otherwise, should go toward making np the 
minimum diarge for the carload shipment. On shipments from 
Jersey City, on the other hand, only revenue from fifth-class articles 
should go toward making up the carload minimum. Swift -& Co. 
desired to have the item in the tariff, apply to shipments from Jersey 
City as well as from Buffalo. The following letter explains dn^ 

situation. 

May 18, 1^16. 
A-19989. 

Application €. F. A. Mixing Rule No. 3 to Shipments from Jersey City And Hanis^i 

Plants via Erie Railroad. 

Mr. Rjlbmy Wilson, A, G. F. A., 

Erie Eailroad Co,, M Chuinb Stte^, New Y&rk City. 

Dear Spr: Answering ywir letter of May 1, file hBg: 

Rule 3, Item 250, Erie ft. R. tariff B-TO, pro\'ides that the pevenne from any article 
loaded in tiie «ar, whether fifth class <jr oth^wise, shall go toward making the mini- 

1 The itaUcs are the eommission's. 
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jnum ckai^ge for the entire shipmeat which is 21,000 pounds at the dressed meat 
carload rate. The same rule in Item 248 applicable from Jereey City provides that 
only the revenue from fifth-class article, or articles carried in the packing-house 
product list, shall go toward making the minimum revenue required for the car. 
Thus, if oleomargarine is -loaded into a mixed car shipped from Jersey City, the 
revenue from such oleomargarine mav not be used in making up the minimum 
revenue required for the car, but if oleomargarine is loaded in a ciar shipped from 
Buffalo, the revenue from such oleomargarine will go to make up the minimum 
required for the entire car. 

It would be entirely satisfactory to us if Jersey City and Harrison were added as 
points of origin in the Buffalo rules oarried in Item 250. It this is done, the rules 
as carried in Item 250 will meet our requirements and hope you can arrange to make 
this correction at the earliest possible date. 
Yours respectfully, 

SwiPT & Co. 
ACO-PBB Per. 

Compjliance with this request was immediate. The assistant gen- 
eral freight agent of the Erie wrote to Swift & Co. less than one 
month later that the revision would be made and would be shown in 
the next supplement issued. This letter is as follows: 

Erie Railroad Company, 

New York, June 14, 1916. 

File Lag. 

Application of C, F. A. Mixing Rule 3 on Shipments from Jersey City and Harrison 

ftants \Tla Erie Railroad. 
Swift & Co., 

Union Stock Yards, Chicago, III, 

Gentlemen: Yours of the 10th, file A~19989. Revision of Item 250 shown in our 
exceptions to the official classification will be taken care of in the next supplement 
to the above issue. 
Yours truly, 

H. Wilson, 
Assistant General Freight Agent. 

The change was actually made as suggested in the foregoing letter 
and became effective on July 25, 1916. Swift & Co. thus secured 
from the Erie Railroad compliance with its request and had the same 
in effect in less than 90 days from the date of making the request. 

Evasion of embaraoes. — The operation of the mixing rules not only 
gives the large packers the advantage of shipping less than carload 
lots of various classes of goods in a mixed car at less than the combined 
freight charges for the various articles if shipped separately, but it 
also enables them at times to ship goods upon whicii there are em- 
bargoes, and it thus secures for them transportation of embargoed 
products at times when it is impossible for their competitors to secure 
shi pm ent of such products. The following letter, written by the 
F. W. Woolworth Co. to Swift & Co,, indicates this practice: 

New York, December 5, 1917. 

D4-88 
Messrs, Swift <fe Co., Chicago, III. 
Attention of Traffic Department. 

Gentlemen: Our attention has been directed to a method used by your ^'car route 
department" in forwarding less than carload shipments in through cars to cities 
wh^e you make carload shipments, and make store delivery to your customers, 
and by pursuing this policy you are able to forward merchandise purchased in L. 0. L. 
quantities to destination, when otherwise you would not be able to ship at all or if 
able to i^ip, shipments would be considerably delayed by reason of congestion and 
embargo. 

We will be glad if you will give us in detail how your ''car route department" 
operates, and further, whether or not in your judgment you could forward merchan- 
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dise ordered by F. W. Woolworth Co. not only in your through carload shipments, 
but also in your '* peddler cars.*' We will be glad to cooperate with you in every 
way within our power consistent with our mutual interests in adopting any plan 
that will expedite the delivery of merchandise purchased from your company. 
Yours truly, 

F. W. Woolworth Co., 

By C. L. HiLLEARY, 

Traffic Manager, 
CLH 3-3 

Swift & Co.^s letter to the traffic manager of the F. W. Woolworth 
Co., indicating its policy jiot to hold up goods on account of embar- 
goes, is. as follows: 

January 4, 1918. 
File A-21948. 
F. W. Woolworth & Company, Soap. 

Mr. C. L. HiLLEARY, 

T. M., F, W, Woolworth Co., 

Woolworth Building, New York City, 

Dear Sir: Referring to your letter of December 18, under your file D4-88. We 
beg to advise that our method of handling this business up to the present time and 
wrhat we wish to continue is to ship all the Woolworth orders direct from Chicago 
v^here delay will not be entailed by this method. In a case of embargo on service 
from Chicago we have branch-houses deliver from their stock, also any orders they 
receive direct from the local Woolworth stores. 

It seems to us the point that you are bringing up rests entirely on the various 
embargoes that have been made effective in the past from time to time, and we can 
assure you that it is not our policy to hold up any shipments due to any reason of 
embargo, etc., but that we want to expedite the movement all possible and will 
ship out of our Branch House stock or in the event of the Branch House not having 
any soap in stock we ship it to them to fill these orders with. 

It is very satisfactory for us to ship Woolworth Co. in our peddler cars and we have 
been doing that in the past. However, we can't do that in all peddler car territory 
in that we only ship you from Chicago and don't have a supply at our various Western 
plants from which we made peddler car consignments — Cnicago being the only plant 
at which we maintain peddler cars that we make shipments to your stores. 
Yours respectfully. 

Swift & Co. 
Per 
Trans. Dept. 
FAC*PBB 

While there is no direct statement in either of these letters to the 
effect that Swift & Co. was actually securing transportation of 
embargoed products by use of the mixed carload privilege and by 
shipment in peddler cars, yet the interchange of thought in the 
letters is indicative that such was the case. 

Various argmnents have been advanced both for and against the 
mixing privilege. Some contend that it results in a waste of 
refrigerator car space. They argue that nonperishable products 
shomd not be permitted to be mixed with perishables; that refriger- 
ator space should not be used for nonperishable products. On the 
other nand, it is argued that if the packers were permitted to ship 
nothing but meat in their refrigerator cars a great deal of the car 
space below the hanging carcasses would be entirely wasted. Both 
of these conflicting argmnents are valid, and it is diflS.cult to state 
which is the more worthy of consideration. 

The strongest point against the mixing privileges as they now 
operate is the advantage resulting to the large packers. They give 
that group of shippers a wide latitude of choice as to the products 
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which they -may ship in a mixed carload. At times they result 
in better freight rates on some of the products than would be secured 
if those products were shipped separately. In such cases the packers 
have a competitive advantage over the individual producers in the 
various lines of business, who must ship their products sepa- 
rately. Moreover, refrigerator cars are given expedited service; they 
move more rapidlj than ordinary freight equipment. The packer, 
therefore, who ships a mixed carload of perishables and nonperish- 
ables in a refrigerator car gets his nonperishable products handled 
with ffreater dispatch than the individual merchandizer who ships 
that class of goods alone in ordinary freight equipment. 

CAR SUPPLY. 

It has been reported from many sources that the Big Five packers 
secure from the carriers a larger share of the available supply of 
railroad equipment than they are equitably entitled to. It is claimed 
that in times of car shortage especially they secure an undue share 
of the cars available for distribution. The following telegram from 
E. C. Brown, president of the Chicago Live Stock Exchange, to 
Chas. J. Brand j chief of the Bureau of Markets, illustrates the point: 

I Western Union Telegram. ] 

January 23, 1918. 
Mi. Charles J. Brand, 

Bureau of Markets j United States Department of Agriculture, 

Washington, D, C. 

The independent shippers to eastern markets of live stock are apparently beinff 
discriminated against by the railroads hauling stock east from Chicago. Two hundred 
cars of cattle will be held over to-night for lack of cars. Approximately 100 double 
decks of hogs were to be shipped from Chicago to-day but apparently none are shipped 
for lack of cars. The Big Five packers seem to be able to get cars from the western 
roads to load their cattle for eastern points. We can not understand why these cars 
from western roads are not distributed evenly between the Big Five packers and the 
independent shippers. A large number of cattle and hogs bought last Monday are 
still being held because railroads can not furnish cars. The railroads say they can not 
furnish cars although they are furnishing them to the packers. This state of affairs is 
absolutely intolerable and will have the effect if continued of discouraging the farmer 
and the producer more than any one thing that could happen on this market as it 
absolutely discourages competition between the independent buyers and leaves the 
control of the market entirely in the hands of the big packers. We are asking your 
departments for relief because we will have during the next 60 days heavier receipts 
of all kinds of live stock on this market than durmg any time the remainder of the 
coming year. 

Chicago Live Stock Exchange, 
[Signed] E. C. Brown, President. 

This telegram is dated January 23, 1918, when the shortage of 
live-stock cars was very pronounced. The president of the live-stock 
exchange alleges that the independent shippers who desired to ship 
their stock east were compelled to hold it up at Chicago. These 
delays were, of course, expensive to the shippers. 

That the allegations in the above telegram were at least partly 
true, to the extent that Armour and Swift were being given a pref- 
erence by the railroads in the use of stock cars at this time, is borne 
out by the following telegram sent by V. D. Skipworth, vice presi- 
dent of Wilson & Co., Inc., to Thomas E. Wilson, president of the 
company, on the day following the sending of Mr, Brown's telegram: 
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(Telegram.) 

Janxja«y 24, 1818: 

T, E. WiLSOK, 

Washington, 

We have been haviag ^eat difficulty especially past two weeks getting sufficient 
care for our live stock Siipments. Otlier packers as well as ourselves are shipping 
csuttle from Omaka and Kaasas Oity 1x) the East and except in few instances WeGrfjem 
haes refnse allow their ctrs to go t^LVoogh. This applios particularly to Santa Fe a»i 
Noithwestern, although cattle is bOlm through to New York. They dump them 
out here and let us scramble for cars from here to New York, AU stock cars outade 
tjf packer care are supposed to be pooled eadi morning and ditatributed pro-rata. 
This has not worked out equitably, however, and Teoently we have %ot l£e ^^OKist 
of it. Yesterday Armour was in a hole ^r forty care and the Miiwankiee came to 
their rescue, although they would not do this for us or presume any other packer. 
Night before last eighteen care cattle came in on Rock Island and through some special 
arrangement, Swift had switch en^ne ready and as soon as they were imloaded they 
grabbed the cars and sent th^a over to their chutes. Point I make is, railroads are 
under Grovt. control and as such I do not think individual managements have any 
right to diow any preference and local railroad administrator and his asastants ^ould 
absolutely control the flituation but so far they have failed to do so. My thought is 
unless we see immediate impax)Temeiat we c^ould send wiie direct to Mr. McAdoo 
making com^aint, or possibly yon can get the information to him there that railroad 
affaire, particularly empty cars and especially during the extreme diortage are not 
being properiy administrated-^certainiy not administrated as the Government wants 
it. We have be^i able' to keep our New York plant going and iMnk we will contiaue 
to do so, but it requires the time of all of us and all sorts of maneuvering to get any 
cars at all, whereas I do not think there should be any doubt as to equitable distribu- 
tion of available equipment. New York Central openly showed their defiance ol 
local Government regulations and say they will do as they please and get away with it. 

y. D. Skipwoeth, 11 am. 

Following is correspondence from the files of Armour & Co, and 

Wilson & Co., Inc., relating to shortage of refrigerator cars at about 

the same date as Mr. Brown's telegram with reference to shortage 

of live-stock cars: 

(c<^y.) 

The United States Food Administration, Beef Division, Chicago, has called the 

attention of Commission on Car Service at Washington, D, C., to shortage refrigerator 

care to move meat shipments eastbound* The Commssion on Oar Service has 

advised this office giving us authority to arrange to pick up miscellaneous foreign 

reirigeiator cars r^rdless of ownerrfiq) to meet enaergencies, on account of packers' 

care being delayed in the east due to storm conditions. ^ Everything possible is being 

done to hurry packers* care west "but in the meantime inductions should be issued 

to iise available equipment to protect meat shipments for eastbound moviMnent. 

Will you kindly arrange accordingly. 

Yours truly, 

[Signed] D. I. Forsyth, 

Vice- Chairman. 
(Copy.) 

Chicago, January 23, 19 IS. 

Wire 

L. G. Klingler, Kansas City 

S. Sallyards, St. Joe. 

W. J. Humpert, Omaha. 

0. B. English, SiouK City. 

F. A. Smith, Natioiial Stock Yaids. 

Owing to extr€9n^y congested conditiosi Eastern Lines im^acticable for them to 
fiwitch out empty redrigerators from mass of loads and empties westbound. As resuk 
our care are tied up on sidings and are liable to be indennitely delayed. In mean- 
time, extent you may be ahle to operate depends largely upon your individual efforts 
in securing for^gn care and utilizing to best advanta^ ev^y car in si^t. So l<nig as 
weather remains <;old, use box care ^r cannere, and you might find it necessary in 
order to supply nearby points to stack chilled beef in box cars or ship by truclcs or 
electric lines, savings beef cars for long hauls. 
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fBa^ertsmt y ou pensoiudly fipeciaHze on this outedde 'work, putting on anyassiMatfta 
neoesBary -to 4Mcure li^i ahare of care available. 

IPiease acquaint manage with gitiiation, letting us have benefit of any suggestions 
that may occur to him or you as helpful in this emergency and leave nothing undone 
lat yowr^Biid to keep things moving as ouMook for beef cars very little if any imiproved 
dmce last y eek and Westem plants will have to come pretty near taking care of them< 
selves until Eastern Lines open up and we can get cars to you. 

Reply by letter, letting us know just how you are lined up. 

F. W. Ellis. 

EP ^^J ^^^^ 

Cy mailed GliKobbins 

AJPregeau VHMunnecke 

Denver EWilson 

. JEO^Hem 

JJCunnini^m, 

Indianapolis. 

CY-Mr. G. P. Laughlin Car Shops. 

Confirming 'phone conversation, please wire all shops to speed up in repairs and 

rebuilding in wder to utilize every car to fullest extent in present emergency. 

A\'BC 

JBS 

F W E 

EPH 

to note 

(Telegram.) 

Jan. 25, 1918. 

T. E. Wilson 

Washington 

Forsythe received Director General's orders to give packers preference on raib*oad 
refrigerator <»rs but does not understand that it supercedes order erf Commissioner on 
Car Service dated January 17th whereby all westem lines were instructed to Tush 
their refrigerators to the Green Bay & Northern and Soo Line for delivery to the 
Great Northern for loading apples and potatoes. This also applied to Pacific Fruit 
Express and Western railroads are still sending these cars up that way in preference 
to giving them to the packers. Director General should see that Commissioner on 
Car Service order January 17th is rescinded or modified. 

V. D. Skipworth. 4:30 p.m. 

(Copy.) 

Feby. 13, 1918. 

My Dear Mr. Armour. 

• 

We have i29 foreign cars at the Chicago plant to-day and all plants during the recent 
car shortage have been working under positive instructions to specialize on outside 
work — putting on assistants necessary to secure lion share of railroad cars available. 
Yours truly, 

[Signed] F. W. Ellis. 

Mr. J. O. Armour. 
EF 

It is fair to call attention to the fact that the foregoing corre- 
spondence occurred during the first few weeks of 1918, just after the 
railroads had been taken under Federal control, when the transpor- 
tation situation was very diffi<jult by reason of weather conditions 
and congestion and when the extreme necessity for expeditious 
movement of foodstuffs for export to the Allies was the primary 
consideration. 

OTHER PACKER INFLUENCE. 

Abandonment of Hodge stockyards. — In many other ways the in- 
fluence of the large packers on the railroads has been exerted to 
secure special advantages. It has been a means of building up their 
interest in the stockyards and live-stock markets. An example 
of this is found in the case of the closing of the Hodge stockyards a4i 
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Fort Worth, which were until recently operated by the Missouri, 
Kansas & Texas Railway Co. in competition with the Fort Worth 
yards which are controlled jointly by Armour & Co. and Swift & Co. 
The Hodge yards were handling considerable business which the 
Armour and Swift interests desired for their Fort Worth yards. 
The following letter will serve to introduce the case : 

Chicago, December 27, 1916. 
Messrs. Louis F. Swift, Edw. F. Swift. 

Gentlemen: Mr. J. L. Harris, general live-stock agent of the Alton Railroad, reports 
that in conversation with Vice-President Haile of the Missouri, Kansas & Texas 
Railroad in St. Loius last Wednesday, the 20th, Mr. Haile was asking him to try to 
secure the Fort Worth packing-house business for the M. K. & T. and Alton route, — 
and Harris told Haile that it was no use in trying to get the packer's business at Fort 
Worth as long as the M. K. & T. maintained a stockyards at the very gates of Fort 
Worth yards. ^ Then there resulted a discussion of the matter, Harris says — and Haile 
finally told him if the packers still wanted the Hodge yards that he would bring it 
about so that they could have them, either by purchase or rental. He asked Harris 
to find out if the Fort Worth interest still wanted these yards. 

I spoke to Mr. Dunham over the phone about it, and ne said he would like to look 
the matter up and suggested that I send word back to Mr. Haile that we would look 
the subject up and would take it up with him later. 

This IS for your information. 

A. R. Fay, 

ARF:B 
Transp. Dept. 
Individual letters. 

This letter shows that the vice president of the Missouri, Kansas & 
Texas Railway was somewhat concerned because his road was not 
getting its proportion of the packers' business from Fort Worth. 
A representative of the Chicago & Alton Railroad, which was also 
interested in the traffic, suggested to the official of the Missouri, 
Kansas & Texas that it would be impossible for that road to get any 
of the traffic so long as it continued to operate the Hodge stocky aids 
' ' at the very gates of Fort Worth yards.'' 

Even the suggested concession of letting the packers purchase or 
rent the Hodge yards was not entirely satisfactory to the Swift inter- 
ests. They apparently thought it mightbe possible, if theyshould unite 
with the Armour interests in bringing pressure to bear on the Missouri, 
Kansas & Texas Railway, to prevail upon the road to close the yards. 
This would naturally be more advantageous to the packers than their 
purchase or lease of the yards. This situation was explamed in the 
following letter written by A. R. Fay of Swift & Co. to K. J. Dunham^ 
vice president of Armour & Co.: 

Chicago, December 30, 1916. 
Mr. R. J. Dunham, 

Continental Commercial Bank Building, Chicago, III. 

Dear Sir: It looks as though we might prevail upon the Missouri, Kansas & Texas 
Railroad to close the Hodge yards, if your traffic department and ours will unite in 
pressure on the Missouri, Kansas & Texas. T believe this will be more desirable than 
tor the Fort Worth stockyards to buy or lease them. Do you agree? 
Please reply. 

Yours respectfully, 

A. R. Fay. 
ARF:B 
CC L. F. Swift. 
E. F. Swift. 

A short time later Fav again saw Harris of the Chicago & 
Alton. It was apparently arranged to have Harris explain to 
Haile that if he wanted to secure a proportion of the traffic for 
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his roads it would be advisable for him to arrange to have the 
Hodge yards closed. Fay advised Ellis, of Armour & Co., of 
this situation in the following letter: 

Chicago, January 8, 1917. 
Mr. F. W. Ellis, 

Union Stock YardSy Chicago, III, 

Dear Sir: Regard ins; the *'Katy" Hodge yards at Fort Worth I met Mr. Harris 
to-day, — ^he goes to St. Louis to-night, and is going to tell Mr. Haile that if he wants to 
stand in well with the packing houses at Fort Worth he will close their Hodge yards 
and allow the " Katy '* live stock to go through the Fort Worth stockyards the same as 
all other Fort Worth lines do. Thua placing the M., E. & T. on a parity with other 
competing lines. 

Yours respectfully, 

A. R. Fay. 
ARF:B 
Copy— LFS EFS 

Mr. Haile, vice president of the Missouri, Kansas & Texas, appar- 
ently decided to act upon the suggestion of Fay, for the latter soon 
advised Ellis, of Armour & Co., that he had the promise of the Mis- 
souri, Kansas & Texas officials that the yards would be closed within 
a short time. Fay's letter to Ellis was as follows: 

March 27, 1917. 
Mr. F. W. Ellis, 

Union Stock Yards, Chicago, III. 

Dear Sir: Regarding the Hodge stockyards: I have the promise of the Katy people 
that these yards will he closed and dismantled inside of three or four months. 
Yours respectfully, 

A. R. Fay. 
ARF-LMO 

CC-Messrs. L. F. Swift, 
E. F. Swift. 

This situation was further explained and corroborated in a letter 
written by Fay to Louis F. Swift on June 20, 1917. In this letter 
Fay stated that the officials of the Missouri, Kansas & Texas 
Railway were giving instructions to abandon the Hodge yards at 
once. Mr. Fay also stated that in consideration of this, Armour & Co. 
and Swift & (Jo. had agreed to give the Missouri, Kansas & Texas a 
certain part of their snipments from the Fort Worth plant. The 
letter is as follows: 

June 20, 1917. 
Mr. Louis F. Swift: 

Mr. Harris reports this morning that at an interview with Vice President Haile, 
and Vice President Webb, both of the M., K. & T. Railroad, that Mr. Webb, the 
operating vice president, was given [giving] instructions to abandon and demolish 
tne Hodg[e stockyards at once. 

This will do away with the competition we have had at the gate of the Fort Worth 
yards for all these years. 

In consideraiion of this, Armour and ourselves have agreed to give the M.^ K. dc T. 
our shipments on the fast train from the Fort Worth plant, Tuesdays and Thursdays of 
each week, as long as the rate and service via the M., £^ ds T,are eqrial to that of the other 
lines.^ 

I feel quite sure you will be pleased to know that this competition is going to be 
discontinued. 

I am sending a copy of this letter to Messrs. Dunham, Donovan and Googins. 

A. R. Fay. 
ARF-LMC. 

The correspondence shows clearly the desire of a particular road 
for a proportion of the packers' traffic in which that road had not 
been sharing. It shows how the packers were able to secure an 

t The italics are the commission's. 
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advantage for themselves because of this desire of the carrier. 
The yards were abandoned, as was contemplated in the correspond- 
ence. As a result of the closing of the Hodge yards the Missouri, 
Kansas & Texas deliveries at the Fort Worth yards in October, 1917, 
showed an increase of more than 100 per cent over the same month 
in 1916. 

» Denver Union Stock Yard Co. — Another stockvards case showing 
the close relation between the large- packers and the railroads is to 
be found at Denver. The Denver Union Stock Yard Co. is owned 
jointly by Armour & Co. and Swift & Co. The stockyards company 
assesses a charge of $1 per car for each loading and unloading oi live 
stock in the Denver yards. This is a very high rate; the usu«3 charge 
for a similar service at other points is 50 cents per car. 

Correspondence found in the files of Armour & Co, shows that all 
parties concerned knew that this rate was too high. About the year 
1904 or 1905, the various roads were endeavoring to reduce the 
charge to 50 cents per car. In order to induce the Chicago, Bur- 
lington & Quincy Railroad and the Colorado & Southern Railway to 
withdraw from the combination of roads attempting to bring about 
a reduction in the charge, the stockyards company agreed to refund 
to the two roads mentioned 50 per cent of the charges assessed against 
them for the service. Payments of this refund were made to the 
Colorado & Southern Railway, in accordance with this agreement, 
until the year 1906. Acceptance of the refund on the 1907 business 
was refused by the Colorado & Southern on February 15, 1908, on 
the ground that counsel for the railway company considered that the 
transaction was iQegal. The case was closed, so far as the Colorado 
& Southern was concerned, until April, 1913, when officials of this 
company learned that the Burlington had been accepting the refunds 
throughout the preceding period of years. Mr. Arthur Jolmson, general 
freight agent of the Colorado & Southern Railway, then notified the 
Denver Union Stock Yard Co. that, since the Burlington had been 
accepting these refunds throughout the entire time, he saw no reason 
why his company could not also legally accept the same, and he 
therefore intended to have bills prepared for all business transacted 
since the year 1906. 

In the meantime, however, the ofiicials of the stockyards company 
were beginning to doubt the legality of the payment of these refunds. 
The bills rendered by the Burlington, covering the business transacted 
during the months of September, October, and November, 1912, were 
refused bv the stockyards company on the ground that it was the 
opinion oi counsel that the transaction was ilfegal and should be dis- 
continued. A year of correspondence regarding the legality of the 
arrangement finally resulted in the foUowmg conclusions: 

1 . The Denver Union Stock Yard Co. is not a common carrier and 
therefore is not required, nor would it be permitted, to file a tariff of 
its loading and unloading charges with the Interstate Commerce 
Commission. 

2. The statement in the Chicago. Burlington & Quincy Railroad 
tariff that '*on carload shipments of live stock to or from the Denver 
Union stockyards, the Chicago, Burlington & Quincy will assume 
stockyards charges not in excess of $1 per car for loading and un- 
loading respectively,'' is simply for the purpose of advising shippers 
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that the raikoad has adopted these facilities as its own and does not 
constitute an agreement on the part of the raikoad company to pay 
$1 per car to tne stockyards company for the performance of the 
service, 

3. There is nothing in the act to regulate commerce to prevent the 
Oiicago, Buiiington & Quincy RailroM from procuring these facihties 
at the stockyards on any terms that may be mutuaSy satisfactory. 

It is evident that all the parties involved in the transaction agreed 
in the conclusion that there was nothing illegal about the payments 
of these rebates and that they could, therefore, be reestabhshed. 
The following agreement of settlement among the parties was reached 
on May 29, 1914: 

1. 'fhe Denver Union Stock Yard Co. should pay the Chicago, 
Burhn^ton & Quincy Railroad refunds on all back business — that is, 
since September, 1912, when payments had been discontinued. 

2. No payments should be made to the Colorado & Southern Rail- 
way on business transacted prior to January 1, 1913. 

3. The stockyards company should pay the Colorado & Southern 
Railway a refund on all business transacted since January 1, 1913. 

4. The stockyards company should continue to pay to both the 
Chicago, Burlington & Quincy Railroad and the Colorado & Southern 
Railway the refund on all future business. 

This agreement was carried out and the refund is still beii^ paid 
by the Denver Union Stock Yard Co. to the two railroad companies. 
It is important to note that the Denver Union Stock Yard Co, is now 
collecting $1 per car from most carriers for performing a service 
which is usually secured for 50 cents; that all parties concerned in 
this transaction apparently know that this rate is too high; that the 
carriers were about to form a combination a number of years ago to 
force the stockyards company to reduce the rate; that, rather than 
suffer a reduction in the charges to all the lines, the stockyards com- 
pany entered into secret agreement with the Chicago, Burlington & 
Quincy Railroad and the (Jolorado & Southern Railway to reiund to 
these two roads 50 per cent of the amounts collected irom them for 
the performance of the service of loading and unloading stock within 
the yards. By granting to two roads a secret concession, the packers 
were able to collect from the other lines an excessive rate for the 
performance of a part of the transportation service. This secret 
agreement was an advantage to the contracting parties and a detri- 
ment to the interests of all other parties concerned. By this agree- 
ment the contracting lines were assured that they would secure the 
service at a reasonable rate. Armour & Co, and Swift & Co., on the 
other hand, were assured that they would be able to continue to assess 
against all other companies the unreasonable rate. 

EUis humping post. — The packers' influence on the carriers is 
also used as a means of pushing the sale of some of the products of 
their affiliated companies. An example is found in the Ellis bumping 
post, a product of the Mechanical Manufacturing. Co., which is con- 
trolled by the Swift interests. The sale of this product for the fiscal 
year ending March 31. 1918, was $249,715.60. Correspondence 
round in the files of Swiit & Co. indicates that the packing company 
uses its traffic influence to induce the carriers to buy this post. The 
following letters, passing between officials of Swift & Co., show the 
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disposition to push the sale of the Ellis post, through enlisting the 

aid of A. R. Fay, transportation manager of Swift & Co., who has 

charge of routing its traffic: 

April 14, 1915. 
Mr. Geo. L. Chatfield: 

I noticed all along the Michigan Central Road that they are using some kind of a 
steel bumper. Would like to know if they have discontinued using the Ellis entirely 
and using only the steel and if there is not some way we can get them to buy the Ellis. ^ 
NBH*EM 
CC-A. R. Fav. 
4467 

May 4, 1915. 
Mr. N. B. HiGBiE, Fourth Floor, Office, 

Dear Sir: Replying to your note of April 14, and referring to conversation with 
you regarding Bumping Posts on the Mich. Cent. R. R., wish to advise that I have 
been checking up this matter and have not been able to get as much information as I 
would like, but it is evident from what I have that they have been buying a number of 
Gibraltar, Hercules and Buda Bumping Posts. Also understand they are fitted up 
at their Jackson shops for making repairs for our bumping posts, some of which have 
been in service a number of years. Have not been able to learn that they have made 
any complete Posts. I am also advised by one of their representatives that they have 
not bought any new Posts f ora long time but he thought tney would need some within 
a few months. I am taking this matter up with Mr. A. R. Fay. 

As to the Bumping posts on the Illinois Central — their business runs about even, 
and I have been assured by their Purchasing Agent that we are getting all of their busi- 
ness and have not been buying any other posts. 
Yoiu-s respectfully, 

Geo. L. Chatfield. 
GLC*B ^ 

Fay was apparently able to induce the Michigan Central Railroad 
to buy the Ellis post, for he reported to Chatfield about two months 
later, as follows : 

Chicago, July 30, 1915. 
File 568-ARF. 

Mr. G. L. Chatfield, Fourth Floor: 

The Michigan Central have promised that they will purchase Ellis Biunping Posts, 
and they will buy mere [more] posts in the next year on their line than they have 
in the last 10 years. 

ARF: B A. R. Fay. 

R.R.DEPT. 
Copy H.A.C. 

There is no direct statement in this correspondence to the effect 
that Swift & Co. told the Michigan Central Railroad Co. that it 
must buy the Ellis bumping post or suffer a loss of traffic. It is 
within the limits of reasonable inference, however, that the * 'traffic 
club'' was brought into play and that Swift & Co.'s traffic, rather 
than the worth of the product, was the controlling factor in the 
Michigan Central's decision to use the Ellis bumping post. 

The Harvey Go, — ^The packers attempt to extend their influence 
over the railroads to other companies which are closely affiliated 
with the carriers. An example oi this is found in the effort made by 
Swift & Co. to sell provisions to the Harvey Co., which operates a 
line of restaurants'on the Santa Fe system. Swift & Co. attempted 
to get this business by appealing to the officials of the Santa Fe. 
It is evident from the correspondence taken from the files of Swift & 
Co. that it considered that it was being discriminated against in the 
matter of the Harvey business. It seems that Morris & Co. was 

1 The italics are the commission's. 
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always given the contract. A. R. Fay, who as transportation mana- 
er of Swift & Co. had the routiag of the Swift traffic, wrote to F. B. 
oughton, freight traffic manager of the Santa Fe, and asked for his 
cooperation in securing for Swift & Co. its due share of the Harvey 
business. Fay's letter foUows: 

cc-R. A. Steams. 
Pergonal. 
File 301-ARF. 

May 21, 1914. 
Mr. F. B. Houghton, 

F, T. M., A., T. 4f S. F, Ry. Co., Chicago, III. 

Dear Sir: We are in the packing-house business, as you have perhaps heard, and 
manufacture all kinds of meat supplies, among them Premium Mams and Bacon, 
than which there is no better. We are succesraul in selling many railroads more or 
less of their supplies of this class of goods, and we have quoted Mr. Harvey a great 
many times, but never get any business from him. If we treated the Santa Fe the 
same way Mr. Harvey treats us, on oiur shipments, the Santa Fe would not have any 
of our business. 

Our people are restless over this situation. We would like to supply the first-class 
roads of the coimtry, because we make first-class goods; and we don't hke to be in the 
position of not supplying the Santa Fe a fair share of our goods. I think you can 
realize the feeling of our people, and they can't understand why I can not get you to 
have Mr. Harvey give us a fair show at the Ham and Bacon business. 

It is up to you to help me out of the embarrassing situation in which I find myself. 
Please reply. 

Yours respectfully, 

Swift & Co., 
Per A. R. Fay. 
ARF-B 

It is evident from this letter that Swift & Co. was expecting the 
influence of its transportation manager or the traffic manager of the 
Santa Fe to be sufficient to result in the purchase of Swift supplies by 
the Harvey Co. 

The Santa Fe was of course willing to do anything it could for 
Swift & Co., for the latter was a large shipper over the Santa Fe 
lines. Houghton wrote to Fay and suggestea that the latter call on 
H. L. Benjamin of the Harvey Co. the next time he was in Kansas 
City. He thought that both gentlemen were good traders, and that 
they could probably get together. Fay relates his interview with 
Benjamin' in a letter written to Houghton, as follows: 

File 301-ARF. Mabch 3, 1916. 

Mr. F. B. Houghton, 

F, T. J/., A, T. & 8, F. Ry. System, 

Chicago, III. 

Dear Sib: Thank you very much for your letter of introduction to Mr. H. L. Ben- 
jamin of the Harvey Go. Mr. Steams, the head of our hotel and dining-car supply 
department and I were in Kansas City on Monday; but Mr. H. L. Benjamin was 
under the weather and not available and we saw Mr. David Benjamin and presented 
your letter to him. 

We regretted to find that there was very little prospect of our being able to do any 
business with the Harvey people. I explained to Mr. Benjamin that it was the 
practice of all roads, East and West, to use their purchasing power with shippers to 
secure traffic; all of which, of course, is a perfectly legitimate and legal basis, and that 
the Santa Fe was at a disadvantage in this respect unless his concern gave some con- 
sideration to the shippers via the Santa Fe System. He immediately told me that 
this would not cut any figure with him. The most I could get him to do was to write 
to his man in Chicago to give us some consideration — I don't know whether he did 
thiB or not. I told mm tmt I thought it was only isAx that at equal prices we should 
have the business part of the time. He didn't agree or disagree to this statement, 

114757*— 20 ^13 
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except to Bay that one of our competitors would have the preference at equal prices 
on the smoked meat and lard, because that competitor furnished the fresh meat under 
the contract. 

The position that Mr. Benjamin takes I think is unfortimate both for the Santa 
Fe and for us. 

Yours respectfully, 

Swift & Co., 
ARF-B. Per A. R. Fay. 

CC-R. A. Stearns. 

It is apparent that Swift & Co. did not accomplish a great deal 
by its effort to secure the Harvey business through the Santa Fe. 
Tiie letter just quoted was written in March, 1915. Swift & Co. did 
get the business for the following September, but only by bidding 
IJ cents under the prevaiUng market price on bacon and 1 cent on 
ham. It is apparent from the correspondence that the officers of the 
Harvey Co. are not at all influenced by the volimie of tonnage which 
a shipper may be able to oflfer to the Santa Fe. The correspondence 
is interesting, however, in that it shows the willingness of tne Santa 
Fe officials to cooperate with Swift & Co. in an effort to secure for 
them a portion of the Harvey business. 

Account of St. Joseph cfe Grand Island Railway Co, — Another 
apparently unsuccessful attempt of Swift & Co. to secure business 
for one of its affiliated companies through its influence upon the 
carriers is found in its effort to secure the account of the St. Joseph 
& Grand Island Railway Co. for the First National Bank of St. 
Joseph, Mo., which is largely owned and controlled by the Swift 
family. In this cape Fay, of Swift & Co., wrote to J. A. Monroe, 
vice president of the Union Pacific, stating the reasons why the St. 
Joseph & Grand Island accoxmt should be placed with the First 
National. Fay's letter to Mr, Monroe is as follows: 

Swift, ARF 1088. Chicago, III., February 12, 1917. 

Mr. J. A. Monroe, 

Vice Presidenty Union Pacific System, 

Omaha, Nehr. 

Dear Mr. Monroe: I have your letter of the 8th, and complying with your sug- 
gestion in the last paragraph of your letter, would say that I ao not agree with you 
that it is satisfactory, under the circumstances that the St. Joseph <fe <irrand Island 
account should stay with the Teetle-Lemon * Bank. The First National Bank of St. 
Joseph was largely owned and controlled by G. F. Swift and associates: anybody 
that knows the history of St. Joseph for the last fifteen years knows what G. F. Swift 
and his associates have done for St. Joseph, and what they are still doing; and the Rrs. 
have directly benefited to an enormous extent by the increased business that Mr. 
Swift has brought to St. Joe, practically Mr. Swift put St. Joe on the map, and I 
think it is as little as the St. J. & G. I. can do for Mr. Swift and his associates is to 
give him their account. 

I don't want to draw any comparisons, but I think it will be evident to you that 
the Swift people have done much more for the development of St. Joseph as a freight 
producing point than the bank that now has the St. J. <& G. I. account. 

Yours respectfully, 
ARF. (Signed) A. R. Fay. 

Fay argues that, since Mr. Swift has ''put St. Joe on the map" he 
thinks that the St. Joseph & Grand Island Railway is indebted to Mr. 
Swift, and that it should reciprocate to the extent of giving to the 
First National Bank its account. The appeal was made to a Union 
Pacific official because the Union Pacific Kailjroad Co. owns a major- 

1 Tootle-Lemon. 
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ity of the capital stock of the St. Joseph & Grand Island. The effort 
apparently did not produce results, for the railroad officials did not 
agree with Fay that the account should be changed. The letter 
is typical, however, of the efforts of the lar^e packers to exert their 
influence upon the carriers to secure special advantages to them- 
selves and their affiliated companies. 

PACKER COOPERATION. 

/. C, O. Private Car Case, — Cooperation among certain of the Big 
Five packers has already been snown in their relations with the 
carriers. They also cooperate in legal matters pertaining to their 
private car line business. Previous to a recent hearing of the Inter- 
state Commerce Commission in the matter of private cars, the Big 
Five packers held meetings and agreed upon the main arguments to 
be presented by them in that proceeding. Reference to such a meet- 
ing is found in a letter written by A. K, Fay, of Swift & Co., to the 
various transportation representatives of the other large packers. 
The letter is as follows: 

Chicago, December 26 ^ 1917. 

Messrs. F. W. Ellis, Armour & Co.; A. .W. McLaren, Morris & Co.; J. A. 
MoNaughton, care Cudahy PacJcing Co»;\. D. Skip worth, care Wilson & Co, 

Dear Sirs: Referring to the private car hearing, which is to be opened, at 10 
o'clock, February 4, at the Sherman House: 

It seems to me that we should have a conference on this subject, on the earliest 
date possible, to determine what line of action we are going to take, and to get ready 
for it. 

I think the way We are tied up with other matters at the present time, that poasihly 
Thursday, January 3, will be as early as we can hold a meeting. Please say if this 
is agreeable to you, and where you would like to have the meeting held. Would be 
pleased to have it at this office, but on account of moving, we haven't any suitable 
place for it, unless we had it at our city office. 
Yours respectfully, 

A. R. Fay. 
ARF VMF 

The meeting suggested by Fay in this letter was arranged and 
held in the offices of Armour & Co. on January 4, 1918. At that 
time the packers' representatives came to an agreement on 6 of the 
12 points which were to be considered in the hearing. Another meet- 
ing was later held, January 8, to agree on the remaining 6 points. R. 
OTIara, of Swift & Co., advised Fay of the results of the meeting of 
January 4, in the following letter: 

January 5, 1918. 
A-12624. 
Mr. A. R. Fay, Department. 

At a meeting in Armour's office Januaiy 4, we discussed some of the items that are 
to be considered by the commission at the private car hearing on February 4. 

On No. 1, it was agreed that the witnesses who testified at the former hearing should 
have information compiled by the accounting departments in the car line end of it, 
from which data the witnesses will be able to testify what the conditions are at the 
present time relative to the private car line situation. 

On No. 2, it was decided that the packers were not particularly interested. Armour 
Car Line Will^ of course, look after the Fruit Growers Express end of it. 

On No. 3, it Was decided to take the stand that was taken in the previous case: 
That tank cars or refrigerator cars are not special equipment; that any car that is in 
general use should not be considered special equipment; but under no" circumstances 
should any of us be agreeable to the service charge for the use of the car in addition 
to the freight rate assessed for the transportation of the commodities 

On No. 4, it was decided to contend that "unless the common carriers do furnish 
the kind of equipment desired by shippers which are in general use, the shippers 
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should have the privilege of negotiating with the owners of equipment for the use 
thereof. " 

On No. 5.^ The private car owners not being common carriers should not be required 
to file a tariff with the Interstate Commerce Commission. It was thought that the 
present practice should not be changed unless and until the common carriers are re- 
Quired to furnish the class of equipment generally in use should they be ordered by 
me shippers. 

On No. 6, it was the consensus of opinion that the mileage allowance basis is the 
most desirable; that it should be stated that we do not know whether 1 cent mileage 
allowance is sufficient compensation or not for the reason that we have not been 
given the opportunity of testing that charge under normal conditions. In this con- 
nection, you could cover the mileage allowance situation on transcontinental traffic 
wherein we are allowed less than 1 cent per mile for the use of refrigerator cars. I 
will compile an exhibit showing just what each line allows for your presentation at 
the hearing. 

These were all of the items that we discussed and it was decided to have another 
conference in Armour's office at 10 o'clock Tuesday, January 8, and after that con- 
ference, I suggest that you call a conference in your office between Messrs. Rynder, 
Smithwick, Telfer, Thompson and Vilum, so that these gentlemen may get together 
any data that you desire for the hearing on February 4. 

R. O'Hara. 
ROH F 

The representatives of the Big Five packers were able to come to 
an agreement on each of the 6 points to be argued before the com- 
mission. One of the interesting points of issue at this time, which 
was. discussed at this first meeting but which was not considered in 
the foregoing letter, was the question whether the operation of 
icing stations by private individuals and corporations should be 
permitted. On this point the interests of the Big Five packers did 
not coincide. Armour & Co., Swift & Co., and Morris & Co., all of 
whom had an interest in privately owned icing stations, desired to 
continue private ownership. The Cudahy Packing Co. had no in- 
terest in any icing stations and desired to have the carriers perform 
all the icing service. It was stated in chapter 4 that The Cudahy 
Packing Co. protested strongly against pnvate ownership of icing 
stations at the earlier hearing of the private-car case in 1913. Armour 
& Co., Morris & Co., and Swift & Co., of course, desired to have The 
Cudahy Packing Co. change its attitude toward the private owner- 
ship and operation of these stations. O'Hara wrote to Fay concern 
ing this phase of the situation as follows: 

January 4, 1918. 
Mr. A. R. Fay, Department: 

At the discussion of the private car case in Armour's office to-day, Mr. McNaughton 
of Cudahy handed Mr. Elua and the writer a copy of their brief which they filed in 
the private car case, based upon the testimony adduced at the prior hearing. With 
specific reference to the question of the ownership of icing stations and lacilitiefl 
by other than common carriers, Mr. McNaughton desires us to point out wherein we 
consider this testimony in the previous case improper, and I am under the impression 
that unless the present operators of the private icing stations and facilities permit 
Cudahy to share the ownership thereof, Mr. McNaughton will take the position at the 
coming hearing on February 4, that will result in the icing stations being taken away 
from the present operators and turned over to the carriers, which will result in first, 
an increase in the icing expenses of our property from the present basis of $2.50 a ton, 
including the cost of salt and labor, to a basis materially in excess thereof; second, 
it will result in the elimination of whatever profits the present operators are making 
from the ownership of these icing stations. 

Mr. McNaughton realizes that increased cost of icing will result from the ownership 
of all icing stations by the carriers, but we know he is not bluffing because he is on 
record in the previous hearing, of this case against the operation of icing stations by 
other than common carriers, and his company can afford to stand an increase in icin«^ 
expenses on their small amount of traffic, if at the same time the larger volume f« 
traffic shipped by Swift & Co. and other packers is taxed the same increased cost 
per ton. 
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His podtion at the previous hearing of this case could be covered up very nicely 
as a different examiner is hearing the case, and we could fix it in such a way that 
he would not delve into old voluminous record by a statement at the close of the 
hearing that the packers' position is as stated at this hearing and is the testimony 
in modified form on which the packers desire the case decided. 

By dividing the ownership of the icing stations with Cudahy^ the present operators 
stand a good chance of being permitted to continue the operation thereof but unless 
this is done, the result will surely be that the carriers will be ordered to operate their 
own icing facilities by the Interstate Commerce Commission. 

R. O'Hara. 

ROH-F. 

It is apparent from this letter that O'Hara thought it would be 
necessary lor the other packers to divide the ownership of their 
icing stations with The Cudahy Packing Co. in order to secure this 
company's indorsement of the other packers' argument that private 
ownersmp of such stations should be continued. It developed, 
however, that O'Hara was not correct in this conclusion. The 
Oudahy Packing Co. did not desire to share in the ownership of these 
stations, but was wiUing to conform to the wishes of the other packers 
by withdrawing its objection to private ownership. This situation 
is explained in the following letter written by A. K. Fay of Swift & 
Co. to F. W. Ellis of Armour & Co. 

Chicago, January £4, 1918. 

Private. 

Mr. F. W. Ellis, 

Care Armour de Co,, U, 8. Yards, Chicago, III, 

Dear Sir: For your information, only, I had a talk with McNaughton to-day, and 
developed that he does not want an interest in your ice houses or ours, and he has agreed, 
with Mr. Cudahy's approval, that they will not take any part in the icing-station 
matter in the private car hearing, February 4, exceipt to answer Questions that may 
be asked them by Brown, and tney will make no effort to have tne matter brought 
up. They are walling to let it drop entirely, if the examiner will. 

This is about all we could aak them to do, and I think is very fair. We could hardly 
exx)ect them to make a public retraction of the stand they had taken previously. 
Yours respectfully, 

A. K. Fay. 

ARF^VMF. 

This letter shows that The Cudahv Packing Co. was willing to 
waive a point which would be of advantage to themselves but a 
detriment to the interests of three of the other large packers. In 
spite of the fact that The Cudahy Packing Co. did not argue against 
the private ownership of icing stations in the hearings in the year 
1918, the Interstate Commerce Commission decided in its final 
^ disposition of the case on July 31, 1918, that such ownership should 
be discontinued. 

The watchfulness of the big packers, as exercised in concert, is 
shown by their correspondence. The following letter was written 
by A. R. Fay of Swift & Co. to the traffic managers of the other Big 
Five packers: 

Chicago, January 4, 1918. 

Messrs. F. W. Ei/Lis, A. W. McLaren, J. A. McNaughton, V. D. Szipworth. 

Dear Sirs: On Wednesday I induced Mr. Burnham ^ to write to Mr. Holden,^ 
caUing his attention to the proclamation of the President putting private ears under 
Government control, and suggesting to him that he bear in mind the ^ciency that 
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the packers get in the operation of their cars, and the desirability of allowing the 
packers' cars to remain with them unmolested. 
As Holden is directly next to McAdoo, thought it might have a good effect. 
This for your information. 
Yours respectfully, 

A. R. Fay. 
ARF*VMF. 

Correspondence from the files of Swift & Co. indicates that the 

{)ackers were at this time endeavoring to secure a favorable order 
rom the Railroad Administration on the operation and distribution 
of their cars, as shown in the following letter: 

Chicago, January 11, 1918, 
Mr. Edward F. Swift: 

I reported to you the result of our meeting with Mr. Cotton, in reference to the dis- 
tribution of refrigerator cars, and showed you a copy of an order that Mr. Cotton and 
our committee hS,d drawn up, which we hoped Mr. Cotton would be able to get Mr. 
McAdoo to sign. 

Mr. Durand telephoned me last night that the prospects were very favorable for 
the car matter going through just about the way we outlined it. 

If you don't remember the order, the important part of it is that all refrigerator 
cars should be placed under the control of a distributor, who should be a packer's 
railroad man, and the first unit of distribution would be that each packer should 
have his own cars, and the distributor would fill out the needs of the packers over 
and above his own cars, with railroad cars. 

One exception to this rule is that if any packer has an export order of provisions 
or beef, and hasn^t sufficient cars of his own, the cars of any other packer can be taken 
by the distributor and given to the man that is short of cars for his export orders, in 
order to fill it. 

A. R. Fay. 
ARF*VMF. 
cc-C. H. Swif1^-cc-G. F. Swift, jr. 

The order referred to was never signed by Mr. McAdoo. 

1 Acting president of the Chicago, Burlington & Quincy Railroad. 

s Mr. Holden was formerly president of the Chicago, Burlington & Quincy Railroad. At the date this 
letter was written he was a member of the Railroad War Board. 
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CHAPTER 1. 

RAILROAD-OWNED PRIVATE CAR COMPANIES. 

In this part of the report the car companies owned by the railroads 
and the independent private-car companies will be considered. 
This latter class of coimpanies is entirely independent of both rail- 
roads and shippers. This chapter deals with those private-car 
companies whose stock is owned oy the railroads. 

A large number of ventilator refrigerator cars are owned and 
operated directly by the railroad companies. Only a few* of the 
roads have found it advisable to oi^anize separate companies for 
the operation of refrigerator cars. The cars owned by a separately 
incorporated car company, even though that company's stock is 
entirely owned by carriers, are free from the rules of interchange 
which eovem the operation of railroad-owned equipment. It is 
believea that this has oeen one of the principal reasons for the organi- 
zation of private-car companies by the earners. Until very recently 
the mileage revenue from privately owned equipment greatly ex- 
ceeded the per diem allowance. In 1902, for instance, the per diem 
rate was 20 cents. A railroad-owned refrigerator car, tnerefore, 
earned but 20 cents per day when on the Imes of a foreign road. 
By oi^anizing a separately mcorporated car company the railroad 
was able to secure, in lieu of the 20 cents per diem, the three-fourth- 
cent per mile applied to privately owned refrigerator cars, and the 
mileage revenue at this rate was considerably m excess of 20 cents 

f)er day. The railroad companies therefore secured a higher revenue 
rom the operation of then- refrigerator cars by organizing separately 
incorporated car companies. The per diem rate nas been increased 
at various times since 1902 and is now 60 cents per day.^ It is 
doubtful whether the cars operated by railroad owned private car 
companies are at present eammg more than this amount under the 
mileage system. Another advantage from the organization of 
separately incorporated car companies by the carriers, which is 
more important now that the per diem rates have been increased, 
is the freedom from the rules of interchange relating to the return 
loading and the routing of railroad equipment. The rules as to the 
routing of cars often result in delay to a snipper. The rule providing 
for the loading on the return trip at times results in damage to the 
car, as a load of perishables is seldom available, and, consequently, 
heavy freight is often loaded into the car. By organizing separately 
incorporated companies the railroads secure exemption from these 
rules. 

There are at present five private car companies owned by the car- 
riers. These are the American Refrigerator Transit Co., Chicago, 
New York & Boston Refrigerator Co.; Frisco Refrigerator Line; 

1 See p. 45. 
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Pacific Fruit Express Co.; and the Santa Fe .Refrigerator Despatch 
Co. Table 76 shows the number of cars operated by each of these 
companies and the total operated by all the companies for the years 
1914-1917, inclusive. 

Table 76. — Number of refrigerator cars operated by railroad-ovmed private car com- 

panies, 1914-1917. 



Company 



American RelriKerator Transit Co 

Chicago. New York <fe Boston Refrigerator Co . 

Frisco Refrigerator Line 

Pacific Fruit Express Co 

Santa Fe Refrigerator Despatch Co 



Total. 



1914 



5,577 

817 

2,500 

12,977 

8,950 



30,821 



1915 



6,493 

803 

2,500 

12,925 

9,370 



31,091 



1916 



31, 144 



1917 



5,669 

788 

2,500 

12,884 

9,303 


5,667 

776 

2,500 

13,883 

9,311 



32, 137 



The number of cars has increased slightly from a total of 30,821 
in 1914 to 32,137 in 1917. The Santa Fe Refrigerator Despatch Co. 
added 420 cars to its equipment in 1915 and the racific Fruit Express 
Co. biiilt approximately 1,000 cars in 1917. There was little change 
in the numoer of cars operated by the other companies. In addition 
to the 32,137 refrigerator cars operated by the carriers which have 
organized separately incorporated car companies, it is estimated 
tha,t the raUroads own 54,273 refrigerator cars which they operate 
themselves. This makes a total of 86,410 refrigerator cars under 
railroad control. 

The combined revenues of the five railroad-owned companies for 
the years 1915 and 1917 are shown in Tables 77 and 78. 

Table 77. — Railroad-owned companies — statement of revenues, 1915. 



Company. 


Mileage and 
per diem 
earnings. 


Car 
rentals. 


Refrigera- 
tion. 


Commis- 
sions 


Miscellar 
neous. 


Total 
revenue. 


American Refrigerator 
Transit Co.i 


$841,272.91 

134,722.62 

319,231.29 

3,047,873.40 

1,533,208.88 


$11,477.69 
539.00 


$378,545.61 


$400,572.46 
152,897.74 


$7,798.34 

4,203.69 
7,545.94 
9,229.28 

68,979.16 


$1,639,666.91 


Chicago, New York & Bos- 
ton Refrigerator Co 


292,363.05 


Frisco Refrigerator Line 


331,483.60 
4,153,982.26 

1,512,111.94 


658,260.83 


Pacific Fruit Express Co.*.. 






7,211,084.94 
3,104,299.98 


Santa Fe Refrigerator 
Despatch Co 












Total 


5,876,309.10 


12,016.59 


6,376,123.41 


553,470.20 


87,756.41 


12,905,675.71 





1 Year ended June 30, 1915. 
Table 78. — Railroad-owned companies — statem^ent of revenues, 1917. 



Company. 


Mileage and 
per diem 
earnings. 


Car 

rentals. 


Refrigera- 
tion. 


Commis- 
sions. 


Miscella- 

neoas 
earnings. 


Total 
revenue 


American Refrigerator 
Transit Co 


$914,926.53 

126,472.10 

281,992.74 

3,304,808.31 

1,834,583.72 


$14,477.85 
3,916.66 


$383,743.06 


$278,314.85 
164,930.69 


$11,376.18 

9,901.80 

14,558.92 

8,137.29 

112,582.99 


$1,602,838.47 

305,221.25 

460,943.90 

8,893,931.18 

3,465,726.27 


Chicago, New York & Bos- 
ton Refrigerator Co 


Frisco RefrigeratOT Line 


164,392.24 
5,680,985.58 

1,518,559.56 


Pacific Fruit Express Co . . . 






Santa Fe Refrigerator Des- 
patch Co 












Total 


6,462,783.40 


18,394.51 


7,647,680.44 


443,245.54 


156,557.18 


14,728,661.07 
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An increase in total revenue resulted in 1917 over 1915 of over 14 
per cent; refrigeration receipts* increased about 20 per cent; and 
mileage about 10 per cent. Receipts from commissions, on the 
other nand, declined about 20 per cent. In 1917 approximately 
one-half the revenues of all the companies combined was from 
refrigeration and most of the remainder consisted of miloage and per 
diem earnings. The item of commissions is comparatively insignifi- 
cant, amounting to only about 3 per cent of the total revenue of all 
the coinpanies. It is a large item for the Chicago, New York & 
Boston Refrigerator Co., however, and comprises more than 50 per 
cent of that company's total revenue. For the American Refrigerator 
Transit Co. it amoimts to approximately 17 per cent. The mcome 
from car rentals is almost negligible. It should be noted that the 
total revenue of the Pacific Fruit Express Co. was nearly $9,000,000, 
over 60 per cent of the total for all companies; and that of the Santa 
Fe Refngerator Despatch Co. was nearly $3,500,000, or more than 
20 per cent of the total. 



AMEBIOAN REFRIGERATOR TRANSIT OO. 

This company is the oldest of these railroad-owned private car com- 
panies. Its stock is held by the Missouri Pacific Railroad (including 
the St. Louis, Iron Mountain & Southern Railway) and the Wabash 
Railway in the proportion of 75 per cent and 25 percent, respectively. 
It was organized in 1881 with its principal office in St. Louis and does 
its financing independently of the parent companies. At the time 
of reorganization (1898) the owning railroad companies paid in 
$500,000 cash for an equivalent amount of capital stock. A con- 
densed balance sheet as of December 31, 1917, is given in Table 79. 

Table 79. — Balance sheety American Refrigerator Trmmt Co.j Dec. SI, 1917. 



Assets. 



Car equipment $4,180,528.66 

Buildings and other property 85, 219. 32 

Working assets 537, 974. 54 

Deferred debit items 17,031.68 

Total assets 4,820,764.20 



Liabilities. 



Capital stock $500,000.00 

Bonds 1,801,000.00 

Bills payable 150,000.00 

Working liabiUties 257,475.87 

Deferred credit items 62, 375. 80 

Surplus 2,049,902.53 

Total liabiUties 4,820,754.20 



This company made profits aggregating nearly $2,200,000 in the 
years 1911 to 1917, inclusive. Interest aggregating a little over 
$600,000 was included in the items of expense, however, and if this 
interest be excluded from expense as it should be when measuring 
the rate of profitableness on tne investment the profits are found to 
aggregate a little over $2,800,000 for the period. The average profit 
for the period was sHghtly less than $400,000 per annum. This 
represents an average return of about 7 per cent per annum on the 
investment. 

The company's total revenues in 1917 amounted to $1,602,838.47. 
Of this amount approximately 56 per cent was from mileage and per 
diem earnings, 25 per cent from refrigeration, and 17 per cent from 
commissions. The total expenses were $1,498,749.65, of which main- 
tenance of equipment amounted to about 63 per cent, transportation 
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expense 17 per cent, traffic expenses 8 per cent, and interest 7 per 
cent. 

The company began operation with 769 cars pooled by the parent 
companier in the following number: Missouri racific Kailroaa, 369; 
St. Louis, Iron Mountain & Southern Railway, 300; and the Wabash 
Railway, IQO. Numerous additions to its equipment have been made 
by the company since the date of its organization. A large part of 
tne surplus earnings has been used to purchase new equipment. It 
owned 5,667 cars Cecember 31, 1917. A large number of these cars, 
approximately 4,000, are equipped with be5 rails so that they can 
be used for the shipment of fresh beef. They do not have brine 
tanks, however, and are not suitable for the transportation of fresh 
meats throughout all seasons of the year. 

These American Refrigerator Transit cars, as well as those of the 
other companies under consideration in this chapter, with the excep- 
tion of those of the Chicago, New York & Boston Refrigerator Co., 
are used for the most part in the transportation of fruite and vege- 
tables. The American Refrigerator Transit Co. was one of the pio- 
neers in the furnishing of cars in that traffic. When the company 
began operations in 1881 the shipment of fruits and vegetables under 
remgeration was considered impracticable. In order to develop the 
business for its refrigerator cars the American Refrigerator Transit 
Co. first had to demonstrate the usefulness of the car itself and the 
practicabihty of shipping perishables under refrigeration. The car 
company accomphshed this by sending agents into the growing dis- 
trict to solicit the business and to give the growers expert advice 
concerning the most scientific methods of production, transportation, 
and refrigeration. The companv's agents therefore had an important 
part in the development of the iruit-growing sections. 

The expenses oi these freight soUcitors or field agents were paid by 
the American Refrigerator 'Ransit Co. out of its receipts from com- 
missions which were paid to it by the various carriers which handled 
the business in the American Refrigerator Transit cars. This com- 
mission varied from 6 per cent to 12^ per cent of the freight revenue 
and was paid to the American Refrigerator Transit Co. not only by 
its owning lines but also by a number of other railroads with which it 
had contracts for the furmshing of refrigerator cars and the payment 
of commissions. The percentage of the commission paid and the cir- 
cumstances under which it was paid varied considerably for the 
different lines. 

In an early period the expense of soHciting freight very probably 
was commensurate with the compensation received by the car com- 
panies in the form of commissions. In recent years, however, since 
the business of growing fruits and vegetables in specialized producmg 
centers has become firmly established and the expense of soUciting 
freight has therefore become less, it is doubtful whether the payment 
of from 5 per cent to 12J per cent of the freight revenue to tne car 
company as a commission for the soUcitation of freight has been 
justifiea. It has been alleged that these commissions have been used 
as a device to conceal rebates from the carrier to the shipper. Appar- 
ently realizing that the business of freight solicitation by private-car 
companies was no longer of any great value to the carriers, the RaU- 
road Administration recently ordered that all such payments should 
be discontinued. 
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CHICAGO, NEW YORK & BOSTON REFRIGERATOR CO. 

This company was incorporated May 3, 1893. Its principal office is 
in Chicago. At the time of its organization it was not affiliated with 
a carrier. On April 27, 1909, the Whipple Car Co. was organized for 
the purpose of acquiring the stock of the Chicago, New YorK & Boston 
Refrigerator Co. and c3 operating the company's car-manufacturing 
plant and refrigerator car hne. In 1913 the capital stock of both cor- 
porations was sold to the Grand Trunk Railway Co. of Canada. All 
the material and supplies of both companies, as weU as the rolling 
stock and all the plant equipment was purchased by the railroad 
company. 

A large part of the net earnings of the past few years has been used 
to retire the company's bonded indebtedness. The net earnings 
during the years 1915, 1916, and 1917 aggregated approximately 
$250,000. In 1917 the net earnings were $70,918.45. This amounted 
to approximately 6 per cent on the outstanding capital stock. Divi- 
dends of IJ per cent were paid in 1916 and 6 per cent in 1917. 

The company's total revenue in 1917 amounted to $305,221.25. 
The two largest items are commissions, amounting to $164,930.69, 
and car mileage, amounting to $126,472.10. The total expenses were 
$234,302.80, of which approximateljr 43 per cent was for maintenance 
of equipment, 13 per cent for depreciation, and 22 per cent for salaries. 

In 1917, 776 refrigerator cars were owned and operated. The cars 
are equipped with brine tanks but do not have beef rails. They are 
used principally in the transportation and refrigeration of dairy prod- 
ucts for various carriers with which the company has contracts. 
Some of these contracts provide that the carrier shall pay to the car 
company a commission amounting to 7i per cent to 12J per cent of 
the freight revenue. The rate of the commission varies according to 
the class of goods transported. The car company had contracts with 
the Grand Trunk Railway Co., the Lehigh Valley Railroad Co., the 
Delaware, Lackawanna & Western Railroad Co., and the Delaware & 
Hudson Co. providing for the payment of commissions. The pay- 
ment of these commissions was in force until May 31, 1918, when, as 
previously stated, the Railroad Administration ordered that the 
payment of all commissions for soUciting freight should cease. 

FBISOO EEFRIGERATOR LINE. 

This company was incorporated in 1911, with headquarters in St. 
Louis. It IS owned by the St. Louis-San Francisco Railway Co. 
Table 80 shows a condensed balance sheet for this company as of 
December 31, 1917. 

Table 80. — Balance sheet, Frisco Refrigerator Line, Dec, SI, 1917. 



Assets. 



Car equipment 

Cash 

Accounts receivable 
Prepaid insurance . . 
Deficit 

Total assets... 



$931,110.11 

4,040.89 

30,661.58 

203.57 

185,823.34 



1,151,839.49 



Liabiliti^. 



Capital stock 

Equipment and installments payable. 
St. Louis-San Francisco Ry. advances 
Other liabilities 

Total liabilities 



$5,000.00 
805,683.75 
276,440.78 

64,714.96 



1,151,839.49 
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The company's income and expense statements show a deficit each 
year for the period 1911 to 1917. The total deficit for the seven years' 
period is approximately $409,000. It should be noted, however, that 
the company pays the owners of its car equipment annually 12 per 
cent of the original cost of the cars, half of wnich is for depreciation 
and half for rental. The total operating revenue for the seven 
years' period amounted to approximately $3,120,000, of which more 
than $1,740,000 was from car mileage and more than $1,330,000 was 
from refrigeration. The total expenses aggregated approximately 
$3,530,000 including charges for hire of equipment and depreciation 
made agaiust the car line by the railroads owning the cars. These 
charges amounted to approximately $985,000 and $1,030,000, re- 
spectively. 

Prior to April 1, 1918, the company was operating 2,500 cars, 1,000 
of which were leased from the Chicago & Eastern lUmois Railroad Co., 
1,000 from the New Orleans, Texas & Mexico Railroad Co. and 500 
from the St. Louis-San Francisco Railway Co. Since that date it has 
operated only 1,500 cars, those belonging to the Chicago & Eastern 
Illinois Railroad Co. having been returned to the owners to be operated 
by them. 

Ail cars operated by this company are ventilator refrigerators, 
equipped with ice bunkers. They are especially designea for the 
transportation and refrigeration of fruits and vegetables and are used 
chiefly in that traffic. The company handles a considerable part of 
the fruits and vegetables from the Southwest. It has contracts with 
a number of carriers providing that it shall furnish refrigerator cars 
and refrigeration service. It has not been paid any commissions 
for soliciting freight. 

PAOIFIO FRUIT EXPRESS CO. 

This company was incorporated in 1906 with its principal office ia 
San Francisco. Its capital stock of $10,800,000, issued at par for 
cash, is divided equally between the Southern Pacific Co. and the 
Union Pacific R. K. Co. The balance sheet of December 31, 1917, 
shows a net investment of approximately $14,700,000 in car property. 
The company has no bonded debt but maintains an open account 
with the parent companies. This account varies considerably in 
accordance with the needs of the car line company for working capital. 
On December 31, 1917, it amoimted to more than $3,100,000, which 
was divided equally between the two roads. At the close of the year 
1911 the balance due the parent lines was more than $4,400,000; in 
1913 it was less than $400,000. Interest is paid^ on this account. A 
profit has been made by this company in both its car operating and 
refrigeration departments in each year of the period 1911 to 1917. A 
dividend of 5 per cent was paid in 1911 and 10 per cent has been paid 
each year since that date. These dividends totaled $7,560,000 for the 
7i years' period. In addition to the dividends paid there was a 
surplus of more than $2,380,000 on December 31, 1917. 

The Pacific Fruit Express is engaged chiefly in furnishing refrigera- 
tor cars and refrigeration service for transporting fruits and vegetables 
from the far West and the Southwest. It hanmes the business origi- 
nating on the lines of its owners and a number of other western car- 
riers. It is the largest of the railroad-0¥nied private car companies 
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and in fact the largest of any private car company with which this 
report deals. It handles a larger volume of fruits and vegetables than 
any other company. It carries a considerable proportion of the 
products of California and other far western States to the eastern 
markets. The company owned 13,883 cars on December 31, 1917. 
On the same date in 1916 it had 12,884 cars. The company added 
approximately 1,000 new cars to its equipment during the year 1917 
at an average cost of more than $2,100 per car. its cars are all 
standard ventilator refrigerators equipped with steel underframes. 
They are among the best refrigerator cars now in operation. In 
addition to its own cars the company often operates cars leased from 
other private car companies, such as the American Refrigerator 
Transit Co., Fruit Growers Express (Inc.), Marsh Refrigerator 
Service Co., and the Union Refrigerator TVansit Co. The company 
does not pay any rental for this foreign equipmment, but it guarantees 
to the owners that the mileage revenues on their cars shall be a certain 
specified amount. In case the mileage revenues do not reach that 
figure the Pacific Fruit Express makes up the deficit. 

At times the Pacific Fruit Express Co. leases cars to shippers for 
their exclusive use, but such transactions are unusual. When cars 
are furnished to shippers under lease for a specified time a rental 
charge is assessed against the shipper. He is credited with mileage 
earnmgs on these cars while they are in his service. The Pacific 
Fruit Express expects to retire from the business of leasing cars to 
shippers for their exclusive use in order that it may have all its 
equipment available for its own use. 

SAKTA FE BEFBIGEBATOB DESPATCH CO. 

This compamr was incorporated in 1902 with headquarters in 
Chicago. In enect it is simply an operating department oi the Atchi- 
son, Topeka & Santa Fe Kailway Co. The company handles no 
cash ; all receipts and expenditures are handled by the railway com- 
pany through a clearing account. The car company is debited with 
all expenses incident to the operation of refrigerator cars and the 
performance of refrigeration service, including rental of equipment, 
depreciation, car repairs, icing and miscellaneous expenses. 

This company's total revenues for the period of 191 1-1917 amounted 
to approximately $18,970,000. Expenses were slightly more than 
$19,210,000. The. company therefore shows a net loss of approx- 
imately $240,000 for tne period. A gain was made in the yearSk 
1911, 1912, 1915, and 1917 but the losses sustained in the years 1913, 
1914, and 1916 more than offset the gains in the other four years. It 
should be remembered, however, that this company, like the Frisco 
Refrigerator Line, makes a charge to both depreciation and rental. 

The car company owns no cars but leases its equipment from the 
railway company. In 1917 it operated 9,311 cars. These cars are 
all ventilator refrigerators especially designed for the transportation 
of fruits and vegetables. Tne company furnishes refrigerator cars 
and refrigeration service for the transportation of perishables originat- 
ing on the Santa Fe system. It also furnishes cars to other carriers 
on a per trip basis, but it has no contracts with other carriers for the 
furnishing of eauipment. Like the Pacific Fruit Express, it is 
engaged principally in the traffic originating in the far West and the 
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Southwest. At the time the company was organized in 1902^ there 
were a number of individual private car companies competing for 
the California fruit trade. Since its organization the amount of that 
trade handled by the independent private car companies has dimin- 
ished and the proportion handled by the carriers and the car com- 
panies affiliated with the carriers has steadily increased, so that all 
the fruits and vegetables of the West and Southwest are now trans- 
ported in cars owned by the railroads and their affiliated companies. 
From this viewpoint of size and the amount of business handled, 
the private car companies affiliated with the carriers are of consider- 
able importance. These five companies own more cars than all the 
packers in the country. They own three-fifths as many refrigerator 
cars as all the other railroads of the country combined. They have 
been the leaders in the development of the important growing dis- 
tricts in the West and the Southwest and they are handling the 
larger part of the fruits and vegetables from those sections of the 
country at the present time. 



/ 



CHAPTER 2. 

INDEPENDENT PRIVATE CAR COMPANIES. 

In addition to the private car companies affiliated with shippers 
and carriers, there is still another class which is entirely independent 
of shippers, associations of shippers, or railroad interests. These 
companies are organized for the single purpose of owning and operat- 
ing cars at a profit to their stockholders. * 

• BEFRIOERATOR CAB COMPANIES. 

There are at present nine independent car companies owning and 
operating refrigerator cars. They are The Anchor Car Co., Atlantic 
Seaboard Despatch, Federal Refrigerator Despatch Co., Mather 
Railway Equipment Co., Mid-West Despatch Car Co., Missouri 
River Despatch, and Western Heater Despatch Co., all of Chicago, 
and Marsh Refrigerator Service Co. and Union Refrigerator Transit 
Co., of Milwaukee. 

These companies lease a part of their cars to shippers and railroads 
and the remainder are operated by the companies themselves on a 
mileage basis. The oldest of these companies was organized in 1903. 
Others have been organized at various times since that date, the most 
recent being the Anchor Car Co., in 1917. Some of these companies 
have been successful continuously since their organization. Others 
have had difficulty in operating at a profit, especially at times of a 
car surplus. Some of them are having considerable difficulty in 
securing an adequate return on investment at the present time 
because of the large increase in costs of maintenance and other 
operaling expenses in the past few years without a corresponding 
advance in revenues. 

Car equipment. — Table 81 shows the nxunber of beef cars and other 
refrigerator cars owned by independent private car companies in 
1914 and 1917. 



Table 81. — Refrigerator cars owned by independent private 


car coTtipanieSy 1914 and 1917. 




1914 


1917 


Company. 


Beef cars. 


Other 

refrigerator 

cars. 


Total. 


Beef cars. 


other 

refrigerator 

cars. 


Total. 


Anchor Car Co 


4 
49 




4 

398 


4 

4G 

5 




4 


Atlantic Seaboard Despatch 

Federal ReMcrerator Despatch Co . 


349 


264 
20 
901 
742 
226 
464 
3,007 
379 


310 
25 


Marsh Refrigerator Service Co 




945 
700 


945 
851 


901 


Mather Railway Equipment Co. . . 
Mid- West Despatch Car Co 


151 


101 


843 
226 


Missouri River Despatch 


130 


420 

2,615 

382 


559 

2,615 

382 


119 


583 


Union Refrigerator Transit Co 


3,007 


Western Heater Despatch Co 






379 










Total 


334 


5,420 


5,754 


275 


6,003 


6,278 







These companies own "only 275 beef refrigerator cars. These are 
but a small part, 1.6 per cent, of the 16,875 beef cars in the United 
States. Shippers own all the remainder of the beef -car equipment; 
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the railroads own none of these cars. The independent private 
car companies own a somewhat larger proportion of other refrigerator 
cars than of beef cars. They own 6,003 "other refrigerators," 
which is slightly less than 6 per cent of the total in the country. 
These companies increased their equipment during the three years 
period from a total of 6,754 cars in 1914 to 6,278 in 1917. Two new 
companies, the Federal Refrigerator Despatch Co. and the Mid-West 
Despatch Car Co., were formed during the period and two of the old 
companies, the Missouri River Despatch and the Union Refrigerator 
Transit Co., increased their equipment. 

Finandcd results of car operation. — ^Table 82 shows combined 
balance sheet for the nine refrigerator car companies as of December 
31, 1917. 

Tablb S2.-^Combin€d balance iheetf nine refrigerator car companieSf Dec. SI, 1917. 



Assets. 



Car equipment $4,284,506.22 

Beal estate, buildings, machinery, 

and tools 270, 170. 04 

other assets 6,777,557.37 

Total assets 10,332,233.63 



liaUUties. 



Capital stock 15,830,000.00 

Bonds 1,232,366.44 

Other llabiUties , 1,552,023.06 

Surplus 1,717,844.13 

Total liabilities , 10,332,233.63 



The table shows that the book value of the 6,000 cars owned by 
these companies is something over $4,000,000. The real estate, 
buildings, machinery, and too5 — ^in other words, the car shops- 



are 



valued at less than $300,000. The *' other assets," amounting to 
$5,777,000, are composed for the most part of sucn items as leases, 
franchises, patents, and good will. It would be impossible to deter- 
mine the real value of these items. A representative of one of the 
companies said that so far as his company was concerned the leases, 
franchises, and patents were at one time considered very valuable, 
but he questioned whether they possessed any real worth at the 
present time. He said that practically nothing could be realized 
upon them. These items are carried in this company's balance sheet 
at more than $2,000,000. It will be noted from the table that these 
companies have, to some extent, capitalized these intangible assets. 

Tables 83 and 84 show the combined statement of receipts and 
expenses for the refrigerator car companies for the years 1914 and 
1917: 



Table 83. — Camhiried statement of receipts and expenses^ nine refrigerator car companies, 

1914. 



Receipts. 

Mileage and i>er diem earnings $899,266.59 

RentsQs 262,180.91 

Otherincome 57,305.39 



Total rectipts 1,218,752.; 



Expenses. 

Repairs, maintenance, material, and 

labor $562,604.12 

Depreciation 233,165.40 

Operattog and geneiul expense 130, 471 . 60 

Taxes and insurance 17, 116. 01 

Interest 80,841.51 

Other expense? 2,337.39 

Total expense 1,026,536.12 

Profit 192,216.77 

1,218,752.88 
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Table 84. — Combined statement of receipts and expenses^ nine refrigerator car companies^ 

1917. 



Receipts. 



Mileage and per diem earnings t962,988.14 

Rentals 353,960.38 

Otherinoome 42,144.93 



Total receipts 1,359,093.45 



Expenses. 



Repairs, maintenance, material, and 

labor 1633,450.04 

Depreciation * 244,055.06 

Operating and general expense 162, 684. 17 

Taxes and insurance 29, 946. 60 

Interest 74,694.09 

Other expense 22,724.06 

Total expense 1,167,554.02 

Profit 191,539.43 

1,359,093.45 



The profit in the two yeara was almost exactly the same. There 
was an increase of approximately $150,000 in revenues in 1917 over 
1914 and a corresponaing increase in expenses. Both the earnings 
from mileage and rentals show a substantial increase in the latter year. 
The increased cost of repairs, materials, and labor, together with an 
increase in general operating expenses, entirely offset the increased 
revenues in 1917, so tnat the profits remain almost exactly the same. 

It should be noted that the net profit of these companies is very 
small in comparison with the capital stock, or slightly more than 3 
per cent. As will be explained later, some of the companies have 
actually made greater profits than those shown in Table 84, which 
was prepared from their own statements. These additional profits 
whicn snould be added are relatively unimportant, however, and are 
not su£Bicient to modify the conclusion that the return from the 
operation of private cars has not been large enough in recent years 
to attract new capital to the field. 



HISTORY OP EACH COMPANY. 

Union Refrigerator Transit Co, — This company, the largest of the 
independent private-car companies owning refrigerator cars, was 
organized in 1903. Its principal oABlcc is in Milwaukee. The com- 
pany owns 3,007 of the 6,278 refrigerator cars owned by this class 
of companies. Most of this company^s cars are used in the shipment 
of fruits and vegetables. A large nimiber are used in the banana 
traffic. In addition to its own cars the company also operates 495 
cars owned by the Chicago, Milwaukee & St. raul Railway Co. 

Prior to 1917 the Union Refrigerator Transit Co. had always oper- 
ated on a mileage basis. Its cars were not leased to any particular 
shipper, but were furnished to any shipper upon request. The 
company made no rental charge for the use of its cars. Its only 
source of revenue was the mileage collected from the various carriers 
over -whose lines its cars were operated. The company preferred not 
to charge rentals even at a time of car shortage, wnen they could 
have been collected from shippers for the asking. The company ap- 
parently reasoned that good treatment of all users of its cars at all 
times would create a good feeling toward the company and assure a 
more uniform demand for its cars. It could operate them profitably 
on a mileage basis as long as it could keep them in constant service, 
and its aim seems to have been to assure itself a fair but steady 
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profit rather than to work for excessive profits during times of ab- 
normal demands for car equipment. 

The increased costs of maintenance and operation have prevented 
the continuance of this policy. By 1917 the company found that 
it could no longer operate its cars profitably on a mileage basis but 
must have, in addition, a rental from the shipper. Practically all the 
users of Union Refrigerator Transit cars are, therefore, now paying 
rentals to the company for the use of its equipment. The banana 
shippers are an exception to this rule. The cars in this service have 
a long, fast haul, and they still earn a sufficient mileage revenue to 
yield a good return on the investment, ^he Union Refrigerator 
Transit Co. has always had efficient management by experienced men. 
It has therefore had an uninterrupted successful development. 

Marsh Refrigerator Service Co, — The Milwaukee Refrigerator Tran- 
sit & Car Co. was organized in 1903 and was reorganized as the Marsh 
Refrigerator Service Co. in 1917. Its principal business originally 
was to furnish equipment to the Pabst Brewing Co. for transporting 
that company ^3 beer and other products. The orewing company has 
been using the larger part of its equipment until very recently. A 
singular situation arose out of the relationship between the rabst 
Brewing Co. and the Milwaukee Refrigerator Transit & Car Co. 
Previous to 1906 commissions of 10 per cent to 12^ per cent of the 
freight revenue on goods carried in Milwaukee Refrigerator Transit 
cars were paid to the car company by certain of the carriers which 
handled the freight. The validity of these payments was attacked 
on the ground that, since Fred Pabst and others connected with the 
Pabst Brewing Co. owned the maiority of the stock of the car com- 
pany, the payments of commissions to the car company were, in 
effect, indirect payments to the Pabst Brewing Co., and therefore 
constituted a rebate by a carrier to a shipper in violation of the 
Elkins Act. The court did not sustain this contention, but it did 
order that payment of the commissions be stopped, on the ground 
that since the brewing company had given the car company complete 
dominion over the freight, the car company had become at least a 
^' party interested in the traffic.'' The court held that the application 
of the Elkins Act was not limited to the relations existing Detween 
carrier and shipper, but extended to all *' parties interested in the 
traffic.''^ ^ 

The Marsh Refrigerator Service Co. owns 901 refrigerator cars, 226 
of which are equipped with end ice boxes and 675 are without either 
ice boxes or tanks. Beer is shipped in this latter type of car, and 
the ice is placed in direct contact with the package. The larger part 
of this cornpany's cars has been leased to the Pabst Brewing Co. and 
the Wm. J. Lemp Brewing Co. A few of the company's cars are 
leased to railroads for the entire year, and others are leased tempo- 
rarily to the carriers. 

The Marsh Refrigerator Service Co. has extensive shops in Mil- 
waukee for the repair and rebuilding of cars. It makes all the repairs 
on its own cars except the light runninff repairs made by the carriers 
over whose lines they are operated. Tne company also does consid- 
erable repair work and rebuilds cars for other private car companies 
and railroads. It is now rebuilding a number of its own cars each 
year. This company has also been very well managed and has had 

1 See 142 Fed. Rep., 247; 145 Fed. Rep. 1007; I. C. C. Report, 1906, pp. 47-48. 
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good results from operation. In its early history, of course, it thrived 
on commissions, in later years, since there have been no receipts 
from that source, it has not been able to show such good financial 
returns. 

Mather Railway Equipment Co. — This company was organized in 
1909 with headquarters at Chicago. Alonzo C. Mather, pioneer in 
the development of the stock car, is practically the sole owner of this 
company. The company's organization is hnked with that of the 
Mfether Horse & Stock Car Co. The company owns 843 cars, of which 
101 are beef refrigerator cars and 742 are provision and dairy cars. 
Its equipment is leased to railroads, packing companies, and dealers 
in dairy and creamery products. 

Missouri River Despatch. — ^This company owns 583 refrigerator cars, 
including 119 beef cars equipped with orine tanks and beef rails, and 
464 dairy cars, which have brine tanks but no rails. All the cars are 
now leased to the Grand Trunk Railway Co., owner of the Chicago, 
New York & Boston Refrigerator Co. 

Atlantic Seaboard Despatch, — This company, incorporated in 1908, 
has its principal office at Chicago, It is m a way amliated with the 
Mid- West Despatch Car Co. The two companies are practically under 
the same management. The Atlantic Seaboard Despatch owns 310 
cars, including 46 beef refrigerator cars, equipped with brine tanks 
and beef rails, 185 refrigerator cars equipped with ice tanks, and 79 
ventilator refrigerators with no tanks. The New York Central & St. 
Louis Railway and the Delaware, Lackawanna & Western Railroad 
lease 200 of this company's cars and operate them as the Nickel 
Plato-Lackawanna Dairy Line. The companv operates the remain- 
der of its cars on a mileage basis. Practically all the equipment is 
used in the transportation of dairy products. 

Mid-West Despatch Car Co. — This company was incorporated in 
1915. The company owns 226 refrigerator cars, 205 of which are 
equipped with ice tanks. This equipment is usea for the most part 
in the transportation of provision and dairy products. A part of the 
cars are leased to the New York Central & St. Louis Railway and* 
the Delaware. Lackawanna & Western Railroad, and the remainder 
are operated by the company on a mileage basis. 

Western Heater Despatch Co. — ^This company, organized in 1914, 
with its principal ofTice in Chicago, owns 379 ventilator refrigerator 
cars which have no ice tanks and are suitable only for the carrying of 
products which are iced directly with the package, such as beer, 
poultry, milk, and fish. The company operated most of its cars on a 
mileage basis during the year 1917. It has been difficult for the 
company to lease its cars to shippers on the basis of guaranteed 
mileage earnings, because the slow movement of refrigerator cars in 
1917 resulted m too large a loss to shippers from the operation of 
cars under such an arrangement. In addition to its refrigerator 
equipment, this company owns 147 lined box cars which are leased 
to the Chicago & North Western Railwav Co. 

Federal Refriaerator Despatch Co. — ^This company, organized in , 
1915, with headquarters at Chicago, has 5 beef cars and 20 other 
refrigerator cars, which it leases to T. M. Sinclair & Co. (Ltd.) . Until 
recently the Federal Refrigerator Despatch also leased 13 cars from 
the Missouri, Kansas & Texas Railway Co. It paid the railroad a 
monthly rental for the use of the cars and operated them itself on a 
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mileage basis. These cars were^ equipped for passenger service and 
they were used on through shipments from the Northwest. The 
Compaq received IJ cents per car mile from the carriers on these 
cars. They had a very fast movement and they earned sufficient 
revenue to allow the car company considerable profit after it had 
paid the rental to the railway company. 

Anchor Car Co. — ^This company, incorporated in 1917 as successor 
to the Atlas Car Co., is primarily a tank-car companv. This report 
does not deal with tank cars, since they are not used, extensively in 
the transportation of food products. The company owns 4 beef- 
refrigerator cars which are leased to the Charles Worn Packing Co., 
of Topeka, Kans. 

STOCK-OAB OOMPANIES. . 

Companies organized for the purpose of owning and operathxg 
stock cars are older than the refrigerator-car companies, dating back 
to 1881 when the Mather Humane Stock Transportation Co. was 
formed. In addition to this company, which is still operated as 
the Mather Horse & Stock Car Co., there are four other companies 
now operating stock cars: The Streets Co., the Doud Stock Car Co., 
Le Rav Despatch Line (Inc.), and the Arms Palace Horse Car Co. 

Table 85 snows the number of stock cars owned by these companies 
in 1914 and 1917. 

Table 85. — Stock cart owned by independent private car companies^ 1914 and 1917^ 



Company. 



Arms Palace Horse Car Co. .. . 

Doad Stock Car Co 

Le Ray Despatch Line (Inc.) - 
Mather Horse & Stock Car Co. 
The Streets Co 



Total. 



1914 



Double 
deck. 



488 
203 



781 



Single 
deck. 



458 
1,413 



8,483 
6,539 



15,893 



Total. 



458 
1,413 



8,971 
5,832 



16,674 



1917 



Double 
deck. 



706 
340 



1,046 



Single 
deck. 



448 

733 

113 

7,511 

4,151 



12,956 



Total. 



448 

733 

113 

8,217 

4,491 



14,002 



These companies own 14,002 stock cars, of which 12,956 are single- 
deck cars and 1,046 are double decks. A large number of these 
cars are leased to railroads and shippers ana the remainder are 
operated by the owners on a mileage oasis. These companies have 
decreased their equipment slightly during the past three years. 

FINANCIAL RESULTS OF CAR OPERATION. 

Table 86 shows combined balance sheet of the stock-car companies 
as of December 31, 1917. 

Table 86. — Combined balance sheets stock-car companies, Dec, SI, 1917, 



Assets. 



Car equipment $7,937,522.56 

Real estate, buildings, machinery, 

and tools 511,002.06 

Other assets 3,037,776.23 

Total assets 11,486,389.85 



Liabilities. 



Capital stock $4,800,000.00 

Bonds 1,182,000.00 

Other UabiUties W5,804.59 

Surplus 4,588,585.28 

Total UabiUties 11,486,389.85 
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It may be noted that the car equipment is valued at approximately 
$8,000,000, the real estate, buildings, and machinery at $500,000, 
and the other assets at $3,000,000. Similarly to the refrigerator-car 
companies, these companies carry such intangible assets as patent 
rights, franchises, and good will on their bool^ at large valuations. 
The larger part of the item ''other assets " id composed of these intan- 
gible items 

Tables 87 and 88 show the combined receipts and expenses of these 
stock-car companies for the years 1914 and 1917. 

Table 87. — Comhiried statement of receipts and expenses^ stock-car companies , 1914. 



Receipts. 



Mileage and per diem earnings $288, 420. 62 

Rentals 1,658,108.20 

Other income 7,795.04 

Total receipts 1,934,323.86 



Expenses. 



Repairs, maintenance, materials, and 

labor $1,230,134.66 

Depreciation 422 , 329 . 79 

Operating and general expense 160, 744. 22 

Taxes and insurance 23, 861. 91 

Interest 155,340.36 

Total expense 1,992, 410. 94 

Loss 58,087.08 

1,934,323.86 



Table 88. — Combined statement of receipts and expenses ^ stock-car companies, 1917. 



Receipts. 



Mileage and per diem earnings 1148, 1 72. 25 

Rentals 2, 133 , 389. 85 

Other income 11,235.51 



Totalrecelpts 2,292,797.61 



Expenses. 



Repairs, maintenance, materials, and 

labor $1,349,942.99 

Depreciation 426,038.37 

Operating and general expense 190, 598. 73 

Taxes and insurance 18, 563. 48 

Interest 84,697.37 

Other expense 33,622.14 

Totalexpense 2,103,463.08 

Profit 189,334.63 

2,292,797.61 



A loss of $58,000 was sustained in 1914 and a profit of $189,000 
was made in 1917. Although expenses increased in 1917, the increase 
in revenues was more than suflEicient to offset the increase in expenses. 
A large increase in the item of rentals was responsible for the better 
showing in 1917. 

The profit in proportion to the capital stock is about 4 per cent. 
This is not sufficient to warrant extensive investment in stock cars 
by private-car companies. No new companies of any importance 
have been organized in recent years, and some of the older companies 
have been disposing of their equipment, apparently with the idea of 
liquidating their business entirely. 



HISTOET OF BAOH COMPANY. 



Mather Horse db Stock Car Co. — This company is the oldest and 
largest of the stock car companies and has its headquarters at 
Chicago. It had its origin in the humanitarian motives of Alonzo 
C. Mather, who is still practically the owner of the company. In an 
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article on ''Private Cars," published in the Railway Age, October 16, 
1903, Mr. Mather described an experience which led him into the 
stock-car business. The following is quoted from that article: 

While on a joiimey east I was detained for 12 hours on account of a wreck, ana y 
the side of the car which I occupied was a stock train, having been many days on the 
road, in one car of which were five dead steers and severid maimed and bleeding, 
caused by the frantic efforts of one large and powerful animal in working his way from 
one end of the car to the other in accordance with his natural instinct, in search of food 
and water.* 

Moved by this experience. Mr. Mather designed and built a new 
type of stock car in which tne animals could be fed and watered in 
transit and separated in stalls. He spent a great deal of time and 
money in developing the car. He made experiments and compari- 
sons by shipping two carloads of cattle at the same time^ one load 
in his own car and the other in an ordinary stock car. He weighed 
the stock before shipment and again at destination. The experi- 
ment showed that cattle could be shipped from Chicago to New York 
with less shrinkage in a Mather car than in other stock cars. After 
demonstrating the efficiency of his car, Mr. Mather approached the 
railroads and tried to induce them to build some of these cars. Their 
reply was that they were not interested in investing money in experi- 
ments, but that they would be very glad to haul his cars and pay 
him three-fourths of a cent per mile if he cared to build them. Mr. 
Mather decided to do this, and organized a company for the purpose 
of building, owning, and operating this improved type of car for 
transporting live stock. 

The Mather Horse & Stock. Car Co. now owns 8,217 stock cars, of 
which 7,511 are single deck cars and 706 are double decks. The 
companv also owns 369 automobile, 357 box, 115 tank, 199 gondola, 
and 4 flat cars. Practically all these cars are now leased to rail- 
roads and are used for handling miscellaneous freight. Some of 
them are leased to shippers whoTiave special use for them in their 
business. The Mather Co. is the only large stock car company 
which is not gradually dispossing of its eqmpment. It is the only 
company which has been able to operate stock cars successfully 
and profitably for a long period of time. 

THs Streets Co, — ^This company is also an old institution in the 
stock car business. Streets's cars were in operation as early as the 
eighties. The present company, however, has been incorporated 
only siQce 1915. Reorganization at that time was necessary because 
of the inability of the Streets Western Stable-Car Line, a Canadian 
corporation, to meet its obligations. The old company was laboring 
under excessive interest charges on a large issue of bonds. Since 
the reorganization, the Streets Co. has shown better financial results. 
All its surplus from profits in operation, as well as the receipts from 
the sale oi a part ot its equipment, which it is gradually selling to 
the carriers, has been used to liquidate the company's bonded debt. 
It will be noticed in the table that the company owns 4,491 cars, of 
which 4,151 are single deck and 340 are double deck cars. In 1914, 
the company owned 5.832 cars. During the three years' period, 
therefore, it disposed or 1,341 cars. A lai^e part of tnfa company's 

equipment is leased to railroads on a monthly rental basis. Tlie 

~"~^'™^'^-^-^— ^^— ^^-^-^-^-^^^— — ^— ^— ^— — — ^— — I 

» Railway Age, v. 36, p. 605. 



BBPORT Olff PRTVATB CAR LIKES. 217 

« 

Streets Co. gets no mileage revenue from the operation of cars leased 
to the carriers. 

Doud Stock Oar Co. — ^This company is also located in Chicago and 
was incorporated in 1903. The company now owns 733 siiigle 
deck cars. In 1914 it owned 1,413 cars. It has, therefore, dis- 
posed of approximately one-half of its equipment during the three 
years' period. The comp^^ny leases very few of its cars; most of 
them are held available lor any railroad or shipper which may call 
for them at any time. The car company collects no rental on cars 
which are operated in this manner. Its only source of revenue is 
the mileage paid by the carriers over whose lines the cars are operated. 

Le Bay Despatch Line (Inc.).— This company, which is located at 
Carthage, N. Y., was incorporated August 25, 1917. It owns 113 
stock cars which are used in traAsportmg pulp wood from the pro- 
ducing areas in Canada to the mills m the northern part of New York. 
This company is owned by the shippers. It should not be classed 
as an independent private car company, nor should its cars be included 
in the equipment available for the carrying of live stock. 

Arms jPalace Horse^ Oar Oo. — ^This company is a Chicago concern 
which was organized in 1883. It owns 448 cars which are classified 
in the table as single deck stock cars, but which are really highly 
specialized equipment, built for carrying horses, and thoroughbred 
live stock. These cars should really not be classified with other 
stock car equipment. Of the 448 cars owned by this company, 102 
are equipped lor passenger or express service. The remaming 346 
cars are equipped for freight service. The cars of this company may 
be secured by any shipper or railroad upon request. A rental charge 
on a mileage or trip basis, depending upon tne length of the haul, 
is assessed against the shipper. In addition to its revenue from 
rentals the company also receives a mileage allowance from the rail- 
roads over whose lines its cars travel. 

OULTRY CARS. 

There are two private car companies operating poultry cars: The 
Live Poultry Transit Co. and the Lemac Carriers' Co., both of 
Chicago. 

Live Povltry Transit Oo. — ^The Live Poultry Transit Co. was 
originally organized in 1887 as the Jenkins Poultry Car Corporation. 
A few yearslater this company was succeeded by the Live Poultry 
Transportation Co., which, in turn, was reorganized as the Live 
Potdtry Transit Co. in 1913. Frank X. Mudd, president of the 
company, has given this business practicaDy his entire time and 
attention for approximately 30 years. 

At the time of the last reorganization in 1913, the Live Poultry 
Transportation Co. owned approximately 700 cars. The car equip- 
ment was not taken over by the Live Poultry Transit Co. although 
this company acquired all the other property, patents, and leases 
of the Transportation Co. Another company, the International 
Equipment Co., was formed for the purpose of acquiring the car 
equipment. Siijce 1913 the International Equipment Co. nas been 
the owner of all the poultry cars operated by the Live Poultry Transit 
Co. The latter company owns no equipment. The ownmg com- 
pany and the operating company are closely aflSliated through stock 
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ownership and are also bound together by a lease which provides 
that the International Eoiiipment Co. shall lease all its cars to the 
Live Poultry Transit Co. for a number of years. 

The movement of these cars is directed by the operating company. 
They are sent to all parts of the country wherever one or more loads 
of live poultry are ready for shipment to market. They are con- 
signed airectly to consuming centers, "^e average haul of a car 
of poultry is 930 miles. A keeper who is especially trained in this 
business accompanies each car of poultry and takes care of the feed- 
ing and watering in transit. 

The Live Poiutry Transit Co. operated on the average 1,091 cars 
in 1917. These cars are a highly specialized type of equipment 
scarcely adaptable to any other traffic. The present cost of an all- 
steel poultry car is about $3,600. The depreciation of this equip- 
ment IS rapid; the car is open and is therefore subject to the weather. 
Corrosion of the metals also resiQts from the chemical action caused 
by the droppings of the fowls. Because of the lai^e original invest- 
ment and tne rapid depreciation, the cost of maintaining and operat- 
ing a first-class poultry car is high. The mileage allowance of 1 cent 
per mile from the carriers pays for only a small part of the expenses 
of operating these cars. In addition to this allowance, the company 
assesses a rental charge against the shippers who use its cars. This 
rental varies from $10 per trip for 100 miles or less to 3 cents per 
mile on the longest haiils. Even this revenue has been inadequate 
to meet the company's expenses in the past few years. 

There was a considerable decline in the company's revenues in 
1917, due to a slower movement of its cars and also to the fact that 
there was less demand for such equipment than usual. The com- 
pany's cars practically ceased operating during the 12 weeks' 
period that the shipment of hens and pullets was prohibited by order 
of the Food Administration. In his testimony at the recent hearing 
before the Interstate Commerce Commission the president of this 
company stated that it could not cdntinue to operate for any length 
of time unless it were granted a larger allowance from the carriers. 
He argued that the mileage aJloW^nce from the railroads should be 
2 cents per mile instead of the three-fourths cent rate which was 
then in eflFect. In disposing of the case the Interstate Commerce 
Commission ordered that the rate should be increased to 1 cent. 

Lemac Carriers^ Co. — This company, also located at Chicago and 
organized in 1911, operates 129 live-poultry cars under practically 
the same system as the Live Poultry Transit Co. It receives the 
usual mileage allowance from the railroads and assesses a rental 
charge aeainst the shippers who use its equipment. This company 
has also been unable to operate its cars profitably for the past few 
years. 

Table 89 shows a comparison of per car earnings and the cost of 
repairs per car for all independent private-car comj^nies, discussed 
in this chapter, for the years 1914 to 1917. 
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Table 89. — All independent private car campanile — Comparison per car surplus earnings 

overrepairs for years 19 14-1917 f inclusive. 



Year. 



Total 
number 
of cars. 



1914 24,821 

1915 24,849 

191« I 24,291 

1917 1 22,861 



Total cost of 
repairs. 



$1,898,417.46 
1,835,179.33 
1,854,392.04 
2,113,161.12 



Amount 

of repairs 

per car. 



176.48 
73.86 
76.34 
92.44 



Total mileage, 
per diem, and 
rental earnings. 



«3, 573, 972. 79 
3,608,774.16 
3,958,046.11 
4,148,310.87 



Amount of 
earnings 
per car. 



$143.99 
145.23 
162.94 
181.46 



Surplus 
earnings 

over 
repairs 
per car. 



$67.61 
71.38 
86.60 
89.02 



It may be noted that, although the cost of repairs has steadily 
increasea during this period, the per car earnings have increased 
more rapidly, so that the surplus earnings, over repairs, amounting 
to $67.51 per car in 1914, has steadily increased to $89.02 per car in 
1917. The better showing in 1917 is largely due to the increase in 
rentals received by these companies. 

It should be noted in conclusion that several of these companies 
are very small to be engaged in such a business as the operation of car 
equipment. In concluding that the operation of cars has not been 

Erofitable enough to attract new capital into the field, it should be 
ome in mind that the statements as they have been presented in 
combined form reflect the condition of the smaller and less efficiently 
operated companies as well as the larger and inore efficient companies. 
In general, the older, well-managed companies, except in cases where 
they have been burdened by excessive capitalization and excessive 
bonded indebtedness, have been successful. The causes of failure 
in this business seem to have been, without exception, either over- 
capitaUzation or an attempt to enter, on a smalt scale, a business 
which really should not be attempted except on a large scale. 

Some of these companies have kiept very poor records and are 
using accounting methods approaching the obsolete. In*general, it 
may be said that those companies which are simple of organization 
and which are not laboring under excessive capitalization have been 
the successful companies in the business. 



CHAPTER. 3. 

RELATION OF PRIVATE CAR COMPANIES TO SHIPPERS 

AND RAILROADS. 

POSITION OF THE SHIPPER. 

There axe shippers of perishable food products, independent of the 
Big Five packers, who need special equipment cars in which to 
transport their products to market. Some of these shippers also 
require special equipment cars in which to transport material to 
their plants. Of these there are only six who have enough use for 
special equipment cars, or who have considered it advantageous for 
other reasons, to have separately incorporated companies lor their 
cars. Most shippers who own cars, some of whom have a compara- 
tively large number, operate them by means of a car or transportation 
department. A great many shippers who need special ecjuipment 
own no cars at all, but depend upon leasing them from private car 
companies or requisitioning them from railroads. 

The number oi cars owned by all shippers, independent of the Big 
Five, is small and can take care of only a very small per cent of the 
business. Ownership of equipment requires a considerable invest- 
ment and has not been found to pav direct returns to some of the 
small shippers. Small and particularly seasonal shippers find it 
unprofitable to own cars. The cars, besides being an expense, finally 
depreciate to scrap. The ownership of cars, however, gives a shipper 
the advantage of reliable transportation facilities, advertising value, 
and the saving of rentals. 

Fruits, vegetables, live stock, fresh meat, and liquid foods require 
special equipment for their transportation to. market. Refrigerator, 
stock, and tank cars are necessities in economic food distribution. 
Transportation facilities are of prime importance in the development 
of a business in persishable foods. The slaughterer can not safely kill 
for interstate or distant shipment until he has made arrangements for 
beef refrigerator cars. It would be folly to purchase berries in 
growing districts for distant markets before making sure that a 
supply of ventilator refrigerator cars will be ready to receive them. 
The coimtry hog buyer must be assured of stock cars before he accu- 
mulates fat hogs in the yards, especially in hot weather. 

In making his arrangements the shipper first turns to the railroads. 
Railroad companies are expected to furnish enough ordinary equip- 
ment to supply the demand of shippers. There have been con- 
tinuous controversies over the subject of the distinction between 
special equipment and ordinary cars. No one doubts that railroads 
snould furnish box and flat cars. Most roads have a fair supply of 
coal and single-deck stock cars. Some roads have types of refriger- 
ators, ventilators, tanks, and double-deck stock cars. They have no 
beef cars and very few poultry cars. 
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POSITION OF THE PRIVATE CAR COMPANY. 

After failing to obtain cars from carriers the shipper approaches the 
private car company having equipment with the proper require- 
ments. Much perishable freight snipped in private equipment is 
seasonal^ and the cars are transferred irom service in one section to 
another for carrying perishables, sometimes of a different character, 
from newly ripening fields. Private cars are kept busy the entire 
year. Not only does private ownership of cars relieve the railroad of 
furnishing certain classes of equipment, but the freight to be carried 
can be handled with fewer cars privately owned than if each railroad 
should supply sufficient equipment to give proper attention to the 
freight it nauls. The cost of refrigerator cars and expenses of main- 
tenance are high and they can not be used profitably or conveniently 
by raiboads for shipping nonperishable freight. 

The shipper leases the equipment for his exclusive use from a 

Srivate car company. He is usually able to get what is most 
esirable for the transportation of his product, and if the private car 
companies do not have what he is in need of they will often build new 
cars or equip old cars, if the rental is inviting. Stock cars have been 
boarded up for use by grain shippers when railroads could not furnish 
sufficient boxes. Stock cars have also been suitably fitted up for 
tomato shipments. During the winter of 1917-18 shippers had 
considerable difficulty in getting sufficient beef, tank, and double-deck 
stock cars from private car companies. In 1917 independent private 
car companies owned only 275 beef cars and 1,046 double-decfe stock 
cars. The recent scale of prices for materials used in building new 
equipment, together with the increased cost of repairs, has discour- 
aged the building of enough cars to furnish a sufficient supply. The 
independent private car company has relieved both the snipper and 
earner of some responsibiUty in owning cars and as an intermediary 
has given advantages to both. 

Rentals. — Until recent years the larger part of the private car 
company's revenue has been from mileage. The magnitude of recent 
repair bills, however, has taught the owner that mileage revenue is 
now not sufficient, and the shipper must therefore pay for the privi- 
lege of transporting his perishaoles in special equipment cars. Even 
until 1917 some meat packers were supplied with beef cars without 
having to pay rentals. Some car companies having various classes 
of equipment never charged rentals until 1917. 

Private car companies have not obtained enough revenue from 
mileage to keep pace with the rising cost of repairs. The private car 
company, if permitted to continue as a factor in transportation, 
shomd be allowed to make a suitable return on the investment. In 
' recent years the private car companies, through their inabiUty to get 
sufficient mileage earnings from the railroads, have put the burden 
upon the shippers by the exaction of rentals. The consumer, of 
course, will eventually pay for any profit made by the private car 
company. If the shipper pays a higher rental he charges more for his 
perishables. If the railroads were compelled to. pay mileage that 
would be adequate without rentals, the freight rates would probably 
be increased, which in turn would probably reflect on the prices paid 
by the consumer. 
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Certain it is that the private car company, like any other business, 
will follow the line of least resistance. Since it is very difficult to 
obtain any increase from railroads in mileage rates the lessees have 
had to pay higher rentals. The gradual increase in rates from 1914 
to 1917 appears to be justified as far as the private car company is 
concerned; in fact the increase has not been rapid enough to meet 
the needs of a few of the companies. Cars are leased sometimes for 
very long periods and rental rates can not be raised until the expira- 
tion of the leuses. Although the private car owner has not always 
been able to increase his rental rate as soon as was deemed necessary, 
he has made more progress in this respect than in his efforts to secure 
increased mileage rates. 

A private car une is not a common carrier (see pp. 69 and 70) and is 
nat required to publish a tariff. There is by no means a standard 
rental rate. Cars are usually rented imder a lease, which is ordinarily 
very simple. Sometimes simply an exchange of correspondence be- 
tween the shipper and private car line constitutes the agreement. 
Beef, tank, and stock cars are usually rented on a monthly basis for 
a period of a year or more. Shippers, other than meat pacters, often 
have need of cars during short periods only and rentals are quite 
frequently based on a per day or per trip rate. Charges are made by 
the year, month, day, and trip, but in most instances by the month. 
There h^ alwa^ bi^n a great variation in rentals paid for leased 
equipment. 

In December, 1917, the monthly rate on beef cars was as high as 
$32.50 as compared with $15, the general rate in 1914. The ordinary 
rate in 1917 was $25 to $30 per month and the rate per day had 
become practically stabiUzed at $1. Other refrigerators rented for 
$15 to $20 in 1914 and reached $20 to $30 in 1917. The general rates 
in the two years were $15 and $25, respectively. Rates per day rose 
from 50 cents to $1. The rate on stock cars increased from $9 and 
$10 to $12 and $13.50 per month. Rentals for tank cars underwent 
the greatest change. The general rate recorded in 1914 was $10 per 
month. In 1917 leases called for rentals as high as $150 per month 
and $5 per day.^ 

When a shipper leases equipment he usually gets the mileage 
earnings of the cars. Only in case of short time leases, such as for 
single trips, does the owner generally keep the mileage. In many 
instances at present the private-car owner collects the mileage and 
credits it to the shipper or lessee. 

It is seldom that private-car companies make any charges against 
the shipper when cars are used for storage purposes. In some of its 
contracts the Fruit Growers Express Inc., specifies that its cars must 
be moved rapidly, as they are not expected to be used for storage 

Surposes. Beginning in December, 1916, in addition to their regular 
emurrage charges, the railroads collected storage charges on the 
cars of the Live !roul try Transit Co. for the account of the company. 
It appears that poultry cars were often held and actually used for 
storage purposes for several days while the cars were being loaded. 
They were also used as assembling, feeding, and storage facilities 
irntu the poultry was killed and packed. 

It is customary for the lessee to pay for running expenses. The 
private car company almost without exception pays for heavy 

» A tabulation of rental rates for the period 1914 to 1917 is given in Exhibits 7 and 8. 
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repairs and usually for light repairs. Companies that have their . 
own repair shops usually require that the lessee return cars to their 
shops for heavy repairs unless the condition of the car will not permit 
the journey. In the latter event the railroad company makes the 
repairs under the Master Car Builders' rules. Occasionally the 
pnvate-car company ships parts to the lessee so that repairs can be 
made as economically as possible. Rental charges are suspended 
when cars are out of service for heavy repairs. 

Advisahility of pvhlicaiion of rental charges, — ^The Interstate Com- 
merce Comnussion has power to require carriers to publish in their 
tariffs the charges levied upon shippers as lessees for the use of cars 
employed upon the carriers' lines. All shippers similarly situated 
should, be aole to lease cars upon the same terms and conditions. 
Publication of rental charges in tariffs of the railroads would serve 
not only as a remedy for any unfair practices existing but would also 
be a preventive for imjust discrimination and unfaur charges. The 
railroads have not as a general rule published rental chargesi Some 
roads publish charges for poultry cars and tanks, but as a rule the 
shipper leasing a car makes his arrangements with the private-car 
company and the carrier does not enter into the transaction. The 
charges have apparently, not been suflB.ciently discriminatory to 
demand the publication of the charges. 

Separate charge for spetAal equipment. — Carriers have made re- 
quest of the Interstate Commerce Commission for permission to 
make an extra charge for cars of special design in addition to the 
freight rate on the articles carried. Their contention is that the 
ireight rate in many instances is predicated on transportation service 
furnished by an ordinary car such as a box car. When the carrier 
furnishes a ventilator or refrigerator car, it supplies a special facility 
which, it has been said, "does something to the freight'^ besides 
carry it. Since this special designed car is more expensive than the 
ordinary car upon wnich the freight rate is often predicated, and 
since the shipper is setting a better facility when using it, the car- 
riers maintain that there snould be a separate charge to the shipper. 

The objections to the separate charge are based mainly upon the 
difficulty of defining what constitutes a "special car'' and the appli- 
cation of its definition to various sections of the country and various 
seasons. There are representative points where a ventilator refrig- 
erator car can no longer be called a special car, because its use is 
common and the shipment of products irom these points anticipates 
ihe use of no other equipment. At these same points an order for a 
tank car would be very exceptional. There are other points where 
tank cars are the usual vehicles arid refrigerators the exception. 
Again, in some months of the year a refrigerator car is in ordinary 
use at some points, but a change of season makes its use an exception. 
There are territories that in some years require ventilators while in 
others the ordinary box cars suffice. It has therefore been held in 
numerous decisions by the Interstate Commerce Commission that 
some rates now published by carriers include transportation in 
equipment for which the carriers claim they are entitled to a separate 
charge. It would be impossible to determine when the rate already 
included the charge and when an additional charge for the furnishing 
of special equipment was justified. 
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. This question was discussed at the recent hearing of the Interstate 
Commerce Commission on the subject of private cars and in its 
report issued on July 31, 1918^ the commission stated its conclusion 
as follows: '* A charge in addition to freight rates should not be made 
for furnishing to shippers refrigerator, tank, or other special type of 
car, or for transporting their shipments therein, unless the freight 
rates are predicated on the transportation in another type of car 
less expensive and not so difficult to operate." 

The lease. — ^Leases for the rental of cars are often very simple. 
Incidental matters are usually taken care of by conversation or cor- 
respondence, so that all the ordinary lease contains is an agreement 
for the owner to let and the shipper to take a certain number of (^ars 
briefly described, at a specified rental, and at a certain point of 
delivery. In many instances there is no lease, correspondence and 
sometimes conversation constituting the only agreement.^ 

Some of the more uncommon specifications in leases include 
arrangements for refrigeration, cleaning cars, and deUve'ry of equip- 
ment to lessee and back to lessor. Some leases also specify the Mnd 
of repairs and maintenance for which the shipper must pay. It is 
also often stated that th^shipper shall be excused from paying rental 
should a car be out of service for heavy repairs. Sometimes a lease 
requires that the shipper give each railroad as much loaded mileage 
as empty or pay the penalty of 4 to 10 cents per mile levied by rail- 
roads on excess empty mileage. Leases have specified that the 
lessee must give to the lessor half or all the mileage earnings in 
excess of the amount of the rental paid. 

Included with the independent private Car companies as lessors of 
equipment are the railroad-owned private car companies, owning 
thousands of ventilator refrigerators, some of which are rented to 
shippers. Occasionally the Big packers lease some of their stock 
and* tank cars to independent snippers. The incorporated car com- 
panies of shippers, outside the big packers, bear the relation of lessors 
to their owners as lessees, and they also sometimes , find that they 
can spare some equipment which is then leased to other shippers. 

Stenciling and advertising space. — When a car is leased the owner's 
name must remain on it. The name of the lessee is stencUed on, 
appearing usually in a statement that the car must be returned to 
him when empty. The expense of such stenciling is sometimes 

{)aid by the owner and sometimes by the lessee. The name of the 
essee stenciled on a car gives him certain advertising value as a 
shipper. Many products nave had valuable advertising by this 
means. Included among these are packing-house products and beer. 
In some instances the owner of the car has made a separate charge 
for the advertising space. 

Cooperation between the private car line and shipper, — In the 
operation of leased cars there is an imusual degree oi cooperation 
between owner and shipper. Their efforts are united against the 
railroad companies to get the maximum car miles, to keep down 
repairs, and to prevent misuse. When a car is shipped by the lessee 
he reports the departure, route, and destination of it to the lessor. It 
is of importance to the lessor to know the whereabouts of his equip- 
ment, even though he is not collecting the mileage. Railroads often 
divert, lose, or misuse leased equipment for an unusual length of time. 

1 A representative lease appears as Exhibit 9. 
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The private car company as lessor is sometimes quite as active as the 
lessee in its efforts to have the car properly directed or retm*ned. A 
car is often bumped about in contmual twitching. In such service 
the car suffers greatly from damage, for which the private car owner 
must pay. Dm-ing this period, tne lessee does not have the use of 
the car and must make other arrangements for equipment. He 
collects little mileage, if any at all, and is paying a rental for the equip- 
ment which he can not in turn collect from the raihoad. 

Misuse (yf eqaipmerU hy railroads. — ^Misuse of private equipment by 
railroads snows a lack oi cooperation between the railroads and both 
private car lines and shippers. One form of misuse is that of diver- 
sion. When a car has been unloaded at its destination, it is supposed 
to be returned to the shipper who is paying a rental for its exclusive 
use. Sometimes cars are diverted and are not returned to the lessees 
for a considerable period of time. It has been pecuharly characteristic 
of long-time diversions that the cars were seldom if ever loaded when 
beginning such a j ourney . When they are put under load it is usually 
in local service, for which there is a scarcity of cars because of the 
destructive nature of such service and the lack of mileage earning. 
Occasionally, however, diverted cars are loaded for a long trip. 
Diversion increases the proportion of empty mileage to loaded, a 
condition which is beyond tne power of the lessee to control. The 
mileage earned is very small. There have been some instances of 
diversion resulting in the entire loss of cars. In such cases the owner 
is ot. course reimbursed by the carrier. Frequently a car wiU be lost 
for as long as three months before it gets bacfc to the lessee. He has, 
of course, been paying rent for it the entire time and has no recourse 
against the carrier. 

Another form of misuse is the loading of improper freight in cars. 
This is done sometimes in making the return trip to the lessee, but 
more often while cars are lost or diverted. Tank cars are often 
loaded with damaging liquids and require cleaning at a considerable 
expense after returmng home. Beef cars must oe kept clean and 
sweet and should not be loaded with freight that wiQ leave a taint. 
Refrigerators are often damaged by various forms of nonperishable 
freight that should not be carried in other than box cars. The 
expense of cleaning and making repairs resulting from loading im- 
proper freight in leased equipment must be paid by the lessee, although 
there have been instances of the lessee's collecting from railroads for 
such repairs. 

The most harmful form of misuse by railroads is that of appro- 
priating leased cars in switching service. First of all, the lessee is not 
only deprived of the use of the car, but he gets no mileage or earnings 
of any kind. Practically all breakage and petty theft occur in 
switching, and after a car is put in such local service it soon goes to 
the shops for repairs. A refrigerator misappropriated seldom carries 
perishables, but is loaded with other freight. 

The tariff and misuse of private cars. — Some railroads have refused 
to pay the private car owners' claims for damage in- the case of mis- 
used equipment on the ground that they had no tariff to cover such 
payments. A railroad company is compelled to pay another railroad 
60 cents per day for a carrier's car so misused. There has been no 
tariff to apply to such misuse of private equipment, however, and the 

114757*— 20 15 
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carriers use the argument that were tariffs adopted to cover such 
misuse they would always be free to take the equipment and use it as 
they pleased by simply paying the stated charge and as a result the 
shipper would nave to provide himself with a much greater number 
of cars. 

A tariff so far as it covers proper use of equipment and really con- 
stitutes an agreement between the car owner or lessee and the rail- 
road, control! charges, but tariffs do not govern unusual situations, 
as where private cars are appropriated for switching and local service, 
and they do not apply to the use of the car in such service against the 
expressed wish of the owner or lessee. Some delays are contemplated 
by tariffs, such as are beyond the control of both parties. The carrier 
should not be released from its dutv or those within the carrier's 
control and beyond the control of tne owner or lessee on the plea 
that a settlement would amoxmt to a rebate because no tariff applies 
to the delay. The following is a representative case in point: 

A small packing company in Chicago has failed in repeated attempts 
to collect $63 from a railroad for the misuse of one of its cars for a 
period of 63 days. This car, among others, was leased from a private 
car line and a rental of $1 per car per day was paid. Durmg the 
period of misuse, this car was altogether out of the service of the pack- 
ing company and was devoted to the switching and local service of 
the railroad which had diverted it, mainly between East St. Louis and 
St. Louis. No mileage was earned during this period and the packing 
company was required to pay rental for the car for which it received 
no service whatever. The railroad declined to make anv reparation 
for the admitted misuse, stating that it was not covered, in its tariff 
and the payment of this amount could be considered as a rebate. 
Upon inquiry of the Iliterstate Commerce Commission, the shipper 
was advised that it could not compel the railroad to pay the claim but 
that the packing company had the right to present its bUl ''and 
insist upon payment." This case is similar to others that confront 
the small shipper or car owner, although the carriers do not always 
refuse settlement on the grounds that there is no tariff to cover. 



CHAPTER 4. 

REFRIGEKATION OF FRUITS AND VEGETABLES. 

rNTEODUOnON. 

Refrigeration of perishables in transit has long been a snbjecU for 
investigation by the Interstate Commerce Commission and, as stated 
in chapter 4, rart I, was given considerable attention by Congress 
to the extent of giving full jurisdiction over the subject to the Inter- 
state Conmierce Commission by the passage of the Hepburn Act 
in 1906. All fresh meats and packing-house products generally move 
under a charge for the ice or for tiie ice and salt supplied. (See 
Chap. 4, Part II.) Dairy products, such as dressed poultry, butter, 
eggs, and cheese receive refrigeration or icing service in transit, but the 
freight rate on these commodities includes the icing service.* All 
other commodities, including all kinds of fruits and vegetables 
requiring refrigeration in transit, are charged a special rate in addition 
to the freight rate for the -service rendered. Tne rate on fruits and 
vegetables generally throughout the United States is a stated charge 
covering the refrigeration service from origin to point of destination. 
Ttis charge has varied considerably in different sections of the 
country and formerly was based on weight of commoditv, number 
of packages carried, or a flat charge pjer car. Until recently the rate 
has generally been applied as a certain number of cents per package 
or per huncfred pounas with a prescribed weight minimum per car, 
excess in proportion. The practice is developing, however, and 
probably will become uniform, of making the charge when applied 
to carload shipments a stated amount per car irrespective of the 
weight carried. 

Basis for stated refrigeration charge. — The reason given for the use 
of a different basis in the appUcation of refrigeration rates in the 
case of fruits and vegetables from that used in tne case of meats and 
packing-house products is that the service rendered by the carriers 
m transporting fruits and vegetables is distinctly one oi refrigeration, 
whereas the service rendered the packers is only one of reicing. In 
the latter case the packer owns the car, the original icing and pre- 
cooling is performed at the packer plant and the car when turned 
over to the carrier is already refrigerated and ready for transportation. 
The service that is then performed by the carrier is merely that of 
keeping the brine tanks replenished with sufficient crushed ice and 
sAlt to maintain the temperature required. The carrier is given 
instructions also which state specifically the places where reicing 
is to be performed and in general the amount of reicing. In the 
shipment of fruits and vegetables, on the other hand, the shipper 

1 National Poultry, Butter & Egg Association v. Baltimore & Ohio Southwastem Bailroad Co. ct al., 
43 1. C. C, 392. 
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places an order with a railroad for a refrigerator car. This car must 
be initially iced by the carrier either upon delivery or immediately 
thereafter so that the inside temperature of the car may be lowered 
as rapidly as possible to reduce the field temperature of the products 
loaded, Responsibihty for the condition on delivery of the articles 
carried rests entirely with the carrier and the icing and supervision 
en route is entirely in its hands. The service, therefore, tor these 
commodities covers n<ot only the application oi ice to the cars, but 
also incidental services for which the carrier has been ordered to be 
reimbursed in various cases before the Interstate Commerce Com- 
mission. The items, payment for which is included in the refrigera- 
tion charge, are damage to bunkers, supervision, switching, hamage, 
profit, and hazard. Inese items will be explained in detail later in 
this chapter. 

A large proportion of the fruits and vegetables marketed in the 
United States is carried and refrigerated by five car companies. 
Four of these are railroad owned companies separately incorporated 
but wholly railroad owned. The American Refrigerator Transit Co., 
the pioneer in the business, now performs refrigeration services for 
the Missouri Pacific and Wabash Railroads and formerly performed 
such service for 38 lines with which it had contracts.* The Frisco 
Refrigerator Line performs the service of refrigeration for the St. 
Louis-San Francisco Railway Co.; the Pacific Fruit Express Co. for 
the Union Pacific and Southern Pacific; and the Santa Fe Refrig- 
erator Despatch for the Santa Fe system. The Fruit Growers 
Express, Inc., the fifth company, furnishes cars and performs the 
refrigeration service for railroads in the Southeast with which it has 
exclusive contracts. (See p. 164.) 

By force of the exclusive contract the Fruit Growers Express has 
until recently supplied refrigerator cars and refrigeration service 
exclusively for 29 carriers in the Southeast, and its cars have also 
moved a considerable portion of the perishable freight from Michigan 
over the Pere Marquette and the Michigan Central. Some years 
ago a ntmiber of similar car companies existed which provided re- 
frigerator cars for the transportation of fruits and vegetables. Prin- 
cipal among these were tne Continental Fruit Express and the 
California Fruit Transportation Co. Several of these companies 
operated croups of cars tmder various trade names. These lines 
were bought up by Armour and Swift, but the Armours are the only 
ones now conducting a car line such as the Fruit Growers Ex- 
press, Inc. Originally all these companies were independent of one 
another and competition among them was keen. The car companies 
were privileged to send cars over the lines of any carrier that the 
shipper might designate. The practice was for the railroad company 
to bill the shipper the full charge for the refrigeration service for the 
interest of the car line company. As intimated, free competition 
existed for only a few years, for the various companies were soon 
bought up and consolidated, and exclusive contracts secured with 
various trunk line railroads with feeders to the growing sections. 

Rates under competition and under exclusive contract. — ^The rates for 
refrigeration service under competition were much less than after 

1 The names of these contract lin^ are presented in Exhibit 10. 
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exclusive contracts were secured. Examples of the Armour Car 
Lines having '^enormouslv and unreasonably" iQcreased the prices 
for refrigeration from Michigan points after its securing of an exclu- 
sive contract with the Pere Marquette Kailroad have already been 
quoted (seep. 165) from the Interstate Commerce Commission's Keport 
of 1904. 

The same practice as adopted in Michigan was instituted by the 
Armour Car Lines when it began operatmg in the Southeast. It 
appears that wherever refrigeration service was performed exclu- 
sively by one company the refrigeration charges were as much as 
the toaffic would bear, and were not based on any well-defined prin- 
ciple of rate making. It was not until several years later, when 
refrigeration rates came under review by the Interstate Commerce 
Commission in 1906 (see pp. 68 and 165), that an attempt was made 
to ascertain what expense was involved in the service rendered. 
The first notable case was initiated by the California fruit growers 
and is known as the Arlington Heights case.^ Another case of more 
recent consideration was that of the Railroad Commission of the 
State of California v. Alabama Great Southern Kailroad Co. et al.^ 
Again in Westbound Transcontinental Refrigeration Charges,^ the 
simiect of rates and service was considered and' the basis oi charges 
analyzed. The present rates for refrigeration have been in existence 
for a number of years, 

COST OF ICING. 

As a general rule the service has improved not only from the 
standpoint of better equipment but also by a more scientific and 
intelligent application of refrigeration. Some companies operating 
in the large vegetable and fruit centers of southern California have 
gone so fas as to construct and equip large ice manufacturing plants 
with precooUng devices at a total expense in several instances of 
three-fourths of a million dollars. The purpose of these precooling 
devices is to reduce the temperature of the car before loading and 
after loading to reduce rapidly the temperature of the fruit or vege- 
table and remove the field heat. When precooling is performed a 
less amoimt of reicing is necessary for delivery to destination. When 
the car is not precooled the initial application of ice requires from 9,000 
to 10,500 pounds, depending upon the size of the bunkers.^ The heat 
of the fruit or vegetable in the car quicldy reduces this ice and the 
first reicing is usually necessary before the car leaves the station of 
origin. Meltage of ice for the first 24 to 36 hours of the trip is exceed- 
in^y rapid. At the end of this time^ however, the temperature is 
reduced sufficiently and so evenly distributed throughout the car 
that the meltage of ice in the bunkers is much less rapid. In the 
main these companies furnish block ice for the purpose of refriger- 
ating fruits and vegetables. Occasionally a little salt is used in case 
of some shipments, since it has been learned that even a small amount 
of salt with ice reduces the temperature more quickly than when ice 
alone is used. Some of the icing stations operated by the various 

> Arlington Heights Fruit Exchange et al. v. Southern Padflc Co. et al., 20 1. C. C, 106. 
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ormation submitted in the schedule filed by this company with 
■mmission, the three stations at Texarkana, Palestine, and Ar- 
fumish crushed ice and salt in considerable quantities, as well 
■rk ice, whereas the remaining three stations at Kansas City, 
juis, and Chicago furnish blocK ice chiefly, although according 
^ schedule a slight amount of salt per ton of ice used was fre- 
' ly furnished with block ice. 

e Frisco Refrigerator Line furnishes refrigeration service chiefly 

• ne products carried in its own cars. The company does not store 

•t its stations nor does it have any expense of overhead to meet. 

railroad company contracts with ice companies for delivery of 

o the bunkers. The only expense, therefore, to the refrigerator 

]>any is that of the cost of ice per ton at the station plus the cost 

lie salt used in the icing. Table 91 presents the icing cost for four 

1 esentative stations of this company: 

BLB 91. — Frisco Refrigerator Line — Costs of icing at four representative stations. 



Station and year. 



-t Smith, Ark.: 

1915 

1916 

1917 

irvard. Ark.: 

1915 

1916 

1917 

lonett, Mo.: 

1915 

1916 

1917 

Kansas City, Mo.: 

1915 

1916..; 

1917 



Average cost 
ice per ton 
at station.^ 


Cost per 
hundred- 
weight salt 
at station. 


Average 

pounds salt 

used per ton 

crushed ice. 


S3. 50 
3.50 
2.90 

3.22 
3.54 
3.83 

3.25 
3.25 
3.42 

3.25 
2.91 
2.90 


$0.69 
.71 
.83 

.67 
.605 
.645 

.38 

.415 

.455 

.54 
.56 

.68 


3.59 
9.37 
5.49 

47.78 
81.96 
80.09 

34.82 
63.04 
44.73 

3.51 
7.35 
3.36 



Cost ice and 

salt per ton 

ice delivered 

to car.' 



$3.52 
3.57 
2.95 

3.49 
4.04 
4.35 

3.38 
3.51 
3.62 

3.27 
2.95 
2.92 



1 Represents cost block ice per ton in bunkers. Company estimated cost 1918 block ice per ton in 
bunkers Fort Smith, $4; Harvard, $4.25; Monett, $3.80; and Kansas City, $5. 

* Represents cost crushed ice and salt per ton ice delivered to car. Tms con 
is purchased from manufacturers to be delivered to bunkers. 



company has no overhead. Ice 



The first column, representing the cost of block ice per ton in the 
bimkers, is f airlv reasonable and uniform for the four stations. A 
small amount oi salt is used with the block ice on the average and 
this increases the cost for this service sKghtly over that of block ice 
alone, as seen from the last colmnn. It is interesting to note that at 
two stations. Fort Smith and Kansas City, the price of ice in 1917 
declined considerably over the price for the two preceding years. 
Even at the other stations, while there was an increase each year 
from 1915, it was sKght. The estimated cost for 1918, however, as 
shown in footnote 1, marks a considerable increase over the cost at 
any of the stations for 1917. 
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Table 92 presents the cost to the Pacific Fruit Express Co. for fur- 
nishing crusned ice and salt at five representatiye icmg stations: 

4 

Table 92. — Pacific Fruit Express Co. — Costs of crushed ice and salt at five representative 

icing stations. 



Station and year. 


Average 
cost ice 
per ton 

at 
station. 


Cost per 
hundred- 
weight 
salt at 
station. 


Average 
pounds 

salt used 

per ton 

ice. 


Cost ice 
and salt 
per ton 
ice used 

in 
station. 


Overhead 

per ton 

ice 


Meltage 
per ton. 


Total cost 
ice and 
salt per 
ton ice 
in car. 


North Powder, Oreg.: 

1915 


SO. 21 
.43 
.36 

1.42 

.57 
.65 

.87 
1.21 
1.83 

2.10 
3.28 
2.26 

2.65 
3.05 
3.48 


SO. 58 
.605 


68.00 
200.00 


SO. 61 
1.64 


SI. 65 
3.35 


SO. 05 
.25 


S2.31 


1916 


5.24 


1917 


(}) 


North Platte, Nebr.: 

1915 


.50 

.481 

.475 

.394 
.362 
.401 

.738 
.738 
.738 

.50 
.50 
.50 


» 

147.28 
150.31 
161.41 


2.16 
1.29 
1.42 


1.66 
2.30 
2.06 


.81 

.30 
.02 


4.63 


1916 


3.89 


1917 


3.49 


Roseville, Calif.: 

1915 


0) 


1916 


44.79 

83.42 


1.37 
2.16 


.70 
2.12 


.28 


2.35 


1917 •- 


4.36 


Portolo, Calif.; 

1915 


G) 


1916 


130.93 
67.50 


4.24 
2.76 


1.40 
1.16 




^5.64 


1917 




3.92 


Fresno, Calif.: 

1915 




0) 


1916 


100.00 
69.66 


3.55 
3.83 


.11 

.15 




3.66 


1917..; 




3.98 









1 Report no salt used for years indicated. 

The total cost of ice and salt per ton of ice in the bunkers varies 
considerably from year to vear, from station to station, and even 
during the three years at the same station. There seems to be no 
basis for comparison. The average cost of ice per ton varies as does 
also the expense of overhead per ton. A varying amount of salt per 
ton of ice is used at the several stations. The reason for this is not 
explained. The average amount required for icing tresh meats and 
packing-house products is probably from 150 to 300 pounds per ton 
of ice. A considerable amoimt of meltage was reported tor the 
stations at North Powder, Oreg.; North Platte, Nebr.; and Rose- 
viUe, CaJif.^ In one year at North Platte this amounted to 81 cents 
per ton of ice used which, when added to the other expenses at this 
station, raised the cost considerably. Meltage per ton was added 
into the cost of icing by the comnussion because its object was to 
secure a final maximum cost to the company for fumislnng ice and 
salt in the bunkers. The great variation in overhead remains unex- 
plained. It varies from 1 1 cents in 1916 at Fresno, Calif ., to $3.35 in 
1916 at North Powder, Oreg. It is probable that unusual expenses 
may have occurred in these years but the fact that a smaller number 
of cars was iced at these stations accounts in part for the increase. 
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Table 93 represents a statement of the icing cost for block ice 
covering 10 representative stations of the Pacific Fruit Express Co. : 

Table 93. — Pacific Fruit Express Co. — Costs of block ice at 10 representative stations. 



station and year. 


Average cost 

of ice per ton 

at station. 


Overhead 

per ton of 

ice. 


Meltage per 
ton. 


Total cost of 

ice per ton 

in bunkers. 


North Powder, Oreg.: 

1915 


10.21 
.43 
.36 

8.78 
8.92 
8.60 

1.42 

.57 
.65 

.87 
1.21 
1.83 

.63 
.83 

.87 

2.10 
8.28 
2.26 

2.65 
8.05 
8.48 

1.35 
1.35 
1.66 

4.00 
4.00 
3.66 

3.00 
3.00 
3.55 


11.65 
3.35 
2.66 

0) 


SO. 05 
.25 
.16 


$1.91 
4.03 


1916 


1917 


3.18 


Pocatello, Idaho: 

1915 


3.78 


1916 




3 92 


1917 






3.60 


North Platte, Nebr.: 

1915 


1.66 
2.30 
2.05 

.97 

.70 

2.12 

1.19 
1.10 
1.62 

1.34 
1-.40 
1.16 

.97 
Ml 

.15 

4.65 
3.63 
6.01 

.61 

.67 
.48 

.41 
.49 
.36 


.81 
.30 
.02 

.02 
.28 
.08 

.02 
.03 
.28 


3 89 


1916 


3 17 


1917 


2.72 


Roseville, CaJif.: 

1915 


1.86 


1916 


2 19 


1917 


4.03 


Cotton, Calif.: 

1915 


1.84 


1916 


1 96 


1917 


2.77 


Portolo, Calif.: 

1915 


8.44 


1916 




' 4.68 


1917 




8.42 


Fresno, Calif.: 

19lS '. 




3.62 


1916 




8.16 






8.68 


Las Vegas, Nev.: 

1915 


.03 

.003 

.03 


6.03 


1916 


4.98 


1917 ■- 


7.70 


Yuma, Ariz.: 

1915 


4.61 


1916 




4.67 


1917 




4.14 


El Paso, Tex.: 

1915 




3.41 


1916 




8.49 


1917 




8.91 









I No overhead reported for station at Pocatello, Idaho. 

At Las Vegas the icing cost in 1917 reached the highest point of 
the 10 stations, namely, $7.70. At none of the other stations in 
1917 was there a marked increase over preceding years, a few even 
showing a considerable reduction in the costs. Icing service, as 
performed at the 10 stations listed in the foregoing table, often 
included the use of salt with block ice, according to the schedule 
submitted by the Pacific Fruit Express Co. The amount of salt so 
used was comparatively small, never going higher than 5 pounds 

?er ton and ranging considerably less than that on the average, 
he schedule did not separate the service in this respect and there- 
fore a column showing these averages is not presented. 
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Table 94 shows the cost to the Santa Fe Refrigerator Despatch 
for furnishing block ice and crushed ice for six representative icing 

stations: 

Table 94. — Santa Fe Refrigerator Despatch Co, — Costs of icing at six representative 

stations. 



station and year. 


Average cost 

of ice per ton 

at station.^ 


Cost per hun- 
dredweight 
of salt at 
station. 


Average 

pounds of 

salt n.s6d per 

ton of 
crushed ioe. 


Cost of 

crushed ioe 

and salt per 

ton of ice 

in car. 


Fort Madison, Iowa: 

1915 


SI. 58 
1.58 
1.62 

2.17 
2.24 
2.25 

3.50 
3.50 
3.50 

3.29 
3.41 
3.44 

3.82 
4.10 
2.88 

2.65 
2.65 
2.90 


90.18 
.193 
.206 

.40 
.40 
.40 

.361 

.401 
.487 

.273 
.273 
.333 


243.29 
231.89 
237.28 

226.63 
220.17 
215.23 

234.75 
226.69 
201.60 

206.83 
222.52 
210.60 

202.19 
214.54 
206.52 

224.86 
146.56 
143.60 


12.02 


1916 


2.03 


1917 


2.11 


Argentine, Kans.: 

1915 


3.08 


1916 


3.12 


1917 


3-11 


Cleburne, Tex.: 

1915 


4.35 


1916 


4.41 


1917 


4.48 


Wlnslow, Aria.: 

1915 


3.85 


1916 


4.02 


1917 


4.14 


La Junta, Colo.: 

1915 


S4.30 


1916 


.235 


4.60 


1917 


«3.37 


Bakersfield, Calif.: 

1915 


.481 
.496 
.580 


3.73 


1916 


3.38 


1917 


3.73 







1 Represents cost of block ice per ton in bunkers. Santa Fe Refrigerator Despatch Co. buys ioe from 
Atchison, Topeka & Santa Fe Railway Co. at cost. Icing stations are operated by railway company and 
all operating expenses borne by it. 

> No salt purchased in 1915 and 1917. Price of salt taken for year 1916 in estimating total cost. 

The first column represents the cost of block ice per ton in the 
bunkers and remains fairly constant throughout the three years for 
the six stations. The fourth column represents the cost oi crushed 
ice and salt per ton of ice in the bunkers. The amount of salt fur- 
nished per ton of ice is practically uniform, the greatest variation 
being at the station at Bakersfield. The price of ice is influenced 
by the location of the station, for the cheapest ice is secured at Fort 
Madison, Iowa, and the highest cost per ton to the company was at 
La Jimta, Colo., in 1916. This was probably due to an ice shortage 
at the station and the necessity for shipping ice in from other points. 
The Santa Fe system contracts for the ice or manufactures it and seUs 
to the Santa Fe Refrigerator Despatch at cost. The icing stations 
are operated by the railway company and all operating expenses, 
therefore, are borne by it. 
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The following statement, Table 95, covers the cost to the Fruit 
Growers Express, Inc., of furnishing ice at 9 platforms of the 10 
owned in southeastern and north central United States. 

Table 95. — Fruit Growers ExpresSj Inc. — Costs of icing at nine platforms. 



Platform and year. 


Average cost 
ice per ton 
at platform. 


Overhead 
per ton ice. 


Total cost 
jper ton ice 
in bunkers. 


Benton Harbor, Mich.: 

1915 ' 


11.81 
1.79 
1.80 


sa3i 

.31 
.52 


S2.12 


1916 


2.10 


1917 


2.32 


Muskegon, Mich.: 

1915 




1916 








1917 


1.67 

1.55 
1.43 
1.48 

4.06 
4.01 
4.10 

3.83 
3.83 
3.83 

4.07 


.93 

1.45 
1.22 
1.53 

.26 
.43 
.33 

.33 
.32 
.30 

.49 


2.60 


Michigan City, Tnd.: 

1915 


3.00 


1916 


2.65 


1917 


3.01 


Fort Valley, Ga.: 

1915 


4.32 


1916 


4.44 


1917 


4.43 


MarshalliELUe, Ga.: 

1915 


4.16 


1916 


4.15 


1917 


4.13 


Toccoa, Ga.: 

1915 


4.56 


1916 




1917 








Rome, Ga.: 

1915 

1916 


3.07 
3.15 


.42 
2.19 


3.49 
5.34 


1917 




Jacksonville, Fla.: 

1915 








1916 


2.58 
2.67 

4.33 


.58 
.78 

1.18 


3.16 


1917 


3.45 


High Springs, Fla.: 

1915 


6.51 


1916 




1917 

















The average cost of ice for the first three platforms is practically 
uniform, ranging from $1.43 at Michigan City, Ind., in 1916, to $1.81 
at Benton Harbor in 1915. The average cost of ice at the other plat- 
forms given is higher, which undoubtemy is due to the fact that they 
are located in territory where the only ice that can be secured is 
manufactured. The highest average cost was for the year 1917 at 
Fort Valley, Ga. The overhead, with few exceptions, averages about 
60 cents a ton. At Rome, Ga., in 1916, it reached the highest mark 
of $2.19 per ton. For several years at Michigan City and lor 1915 at 
High Springs the overhead per ton exceeded $1. -All these cases are 
caused by the small amount of business handled dvu'ing the year and 
the cost per ton is therefore greater. Generally ice can be secured 
under contract with ice manufacturing companies, the price to cover 
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delivery in the bunkers, for a lower cost than it can be furnished at 
the platforms owned and operated by the car company. The average 
price of ice in Florida and Georgia is $3.50. The average cost for the 
ice furnished by the Fruit Growers Express, Inc., at its own platforms 
is between $4 and S4.50. The average for the company platforms in 
Michigan and Indiana, however, is for some years Ibelow the cost of 
ice when purchased from railroad-operated stations, which in this 
territory is $2.50 per ton of ice. From the fact tiiat the Fruit Grow- 
ers Express, Inc., is year by year diminishing the number of platforms 
actually operated it may be assumed that this service is unprofitable. 
Ice may be purchased from outside manufacturing companies and 
delivered to the bunkers at a lower cost than it can be furnished by 
the company itself. The service, too, is just as efficient. 

The operation of icing stations by the various railroad owned com- 
panies differs in several respects. In the first place, the parent rail- 
road company owns the stations in two instances and operates them 
so that the refrigerator car company has no overhead expense. 
These same companies secure their ice through the railroad company 
at cost. The other two companies, on the other hand, own, operate, 
and conduct the icing stations and the entire business of securing 
and furnishing ice. The Pacific Fruit Express Co. is the only 
refrigerator car company which manufactures the ice used on ite 
lines in any considerable quantity. It has several large ice manufac- 
turing plants located at Colton and Eoseville, Calif., and Las Vegas, 
Nev., and at two of these stations, Roseville and Colton, Calif., has 
equipment for precooling. It harvests the natural ice for use at its 
stations at North Powder, Oreg., and North Platte, Nebr.^ The 
Santa Fe system also owns and operates large icing plants in the 
Southwest and in addition has several precooling stations. The 
American Refrigerator Transit Co. purchases all the ice used by it. 
It maintains and operates coolers or cold storage warehouses for its 
convenience in assembUng and concentrating 1. c. 1. freight. Two 
of these are located at St. Louis, one at Chicago, one in Detroit, and 
one in Kansas.* 

The Fruit Growers Express, Inc., since 1914 owns the stations and 
platforms formerly owned by the Armour Car Lines. At the present 
time, as previously stated in chapter 4, Part II, only 17 stations and 
platforms are owned by the Fruit Growers Express, Inc., nine of which 
are at present operated, seven are leased to private companies, and the 
platform at Meggetts, S. C, has not been operated since 1915. This 
company secures its ice by contracts, which extend in most cases over 
a long term of years, with private ice manufacturing companies near 
the point where the icing is required. The ice manufacturing com- 
pany is required to store a specified amount of ice, as stated in the 
contract, during the slack season of the winter and by so doing is able 
to furnish manufactured ice in a decidedly warm climate where the 
ice manufacturing cost is high, at a reasonably low price. 

The cost and sdling price For ice in the bunkers, for the years 1915 
to 1917, inclusive, and estimated figures for 1918, are presented as an 
exhibit (Exhibit II). The companies for which these figures are 
given are representative for points throughout the eastern, southern, 
and central sections of the United States and present a fair picture of 
the cost for furnishing ice for the purpose of refrigerating perishables 

» I. C. C. Docket 4906, V. 62, p. 2875. 
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in transit. The table shows that the selling price for ice delivered to 
bunkers at all competitive points is practically uniform and in some 
instances does not appear to be affected by the cost of manufacturing. 
At other points where the location of a station gives the ice company 
a monopoly in the service of supplying ice, the price demanded is often 
greatly in excess of the cost oi maniuacturing/ 

COMPARISON BETWEEN COSTS OF ICE AND STATED CHARGES FOB 

REFRIGERATION. 

The following tables (Tables 96-100, inclusive) are prepared from 
data submittea by the four railroad-owned private car companies 
and the Fruit Growers Express, Inc. The purpose is to show for 
the year 1917, for which data was available, tne contrast between the 
average per car cost to the company for furnishing the ice and the 
charge collected from the shipper for the service. The stated charge 
for refrigeration includes besides the ice certain incidental charges 
allowed by the Inteistate Commerce Commission. These incidental 
charges are discussed later, and separate tables given (Tables 101- 
105). These incidental charges should be taken mto consideration 
in comparing the cost of ice and the refrigeration charges set forth in 
Tables 96-100. 

Each company was asked to submit detailed information covering 
the shipment of various perishable commodities handled by the com- 
pany from representative points of origin to representative distribu- 
tion centers. The information was submitted in detail for each 
instance and the conclusions presented in the tables are made up 
from the data covering the movement of 10 or more representative 
cars. In all instances these cars were so scattered throughout the 
year as to make the variation in the amounts of ice required repre- 
sentative for a year's business. The average cost of ice per car in 
each instance is as accurate and representative as it was possible for 
the car company to secure it for it is made up from actual car records. 

Table 96 compares the average cost of ice per car with the stated 
charge for representative points served by the American Refrigerator 
Transit Co.: 

Table 96. — American Refrigerator Transit Co. — Comparison of average cost of icing per 

car to refrigeration rate. 



From- 



PEACHES. 

Jacksonville, Tex. 
Highland, Ark . . . 

CANTALOUPS. 

Blevins, Ark 



To- 



st. Lonls 

Chicago 

Pittsburgh J. . . . 
New YoS City 

Chicago 



Miles. 



656 

944 

1,268 

1,436 



747 



CO 



9,000 
9,000 
9,000 
9,000 



9,000 



00 



I 






7,000 
6,850 
6,214 
6,240 



5,380 



CO 



•s 

N 

I— I 



3,933 
3,308 
3,393 
4,063 



3,933 






si 

go 



3 
4 
6 
6 






20,800 
22,230 
29,355 
33,380 



20,800 



8 

W .• 

o g 

I 



$36.67 
37.84 
47.09 
50.42 



34.27 






$50.00 
55.00 
67.00 
70.00 



52.00 






$13. 43 
17.16 
19.91 
19.58 



17.73 



^ The table showing cost and selling price of ice delivered to bunkers is presented as Exhibit 11. 
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The difference between the cost of ice and refrigeration rate in the 
foregoing examples is practically uniform, ranging from $13.43 for a 
shipment of peaches from Jacksonville, Tex., to St. Louis, a distance 
of 656 miles, to $19.91 for a shipment to Pittsburgh, a distance of 
1,268 miles. The average amount of ice required per car varies uni- 
formly with the distance. The average amount of ice used for each 
reicing is also practically uniform. 

Table 97 presents a comparison of the average cost of ice per car and 
the refrigeration rate for peaches and strawberries carried by the 
Frisco Refrigerator Line. 

Table 97. — Frisco Refrigerator Line — Comparison of average cost of ice per car to refng^ 

eration rate. 



From— 



PEACHES. 

Koshkonong, Mo.. 

STRAWBEBKIES. 

Mozxett, Mo 



To- 



New York-. 

Buffalo 

Pittsburgh. , 
Chicago 

Minneapolis, 
St. Paul...., 

Omaha 

Kansas City 



Miles. 



1,429 

1,087 

980 

658 



737 
726 
392 
196 



•3 






9,660 
8,500 
4,250 
8,500 



11,300 
11,230 
11,980 
12,280 






^1 






3,870 
4,370 
4,875 
4,720 



2,230 

2,720 

600 

950 



•3 









2,652 
2,826 
3,346 
3,265 



1,527 

1,697 

1,265 

945 



if 

n 



6 
7 
6 
4 



3 
3 
2 
2 



09 

•0 



P< 






U CO 

< 



25,570 
28,284 
24,325 
21,560 



15,880 
16,020 
14,510 
14, 170 



s 



u 






$46.83 
50.45 
44.49 
39.76 



24.65 
24.95 
23.22 
22.79 



% 






9 



$67.17 
66.14 
65.20 
55.03 



50.19 
60.22 
42.56 
41.23 



11 

11 
Is 

GO 



$20.34 
15.69 
20.71 
15.27 



25.54 
25.27 
19.34 
18.44 



The contrast between a short movement and a long movement and 
the comparatively greater cost for the shorter haul is clearly shown in 
this table. The cost for strawberries, Monett to Kansas City, a dis- 
tance of 196 miles, is $22.79. The cost for shipping the same com- 
modity from the same point to Minneapolis, a distance of 737 miles, is 
$24.65. The latter movement is almost four times the former and 

?^et the cost for the ice is only slightly greater. This illustrates the 
act that additional reicings on the longer movement require a de- 
creasing amount of ice. The original icmg and the first two reicings 
require a considerable amount of ice, while additional reicings never 
require more than from one to two tons per car. The difference be- 
tween the cost of ice and the refrigeration rate varies considerably for 
each example and in the case of peaches seems to bear no relation 
to the length of the haul. In the case of strawberries, which are 
shipped only comparatively short distances, there seems to be a direct 
relation between the distance and the excess of rate over expenses. 
The rate charged for refrigeration by the Frisco Refrigerator Line is 
in odd cents per car. This is due to the fact that the rate charged 
by this company is based on the weight or number of packages of the 
commodity carried with a prescribed weight minimum, and excess 
is charged in proportion. 

Table 98 compares the cost of ice and the rate for shipment of green 
fruits, citrus fruits, vegetables, and cantaloups from Southern Pacific 
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points in California, from the Imperial Valley, Calif., and from north 
coast territory, Oregon, to the principal markets. 

Table 98. — Pacific Fruit Express Co. — Comparison of average cost of ice per car to 

refrigeration rate. 



From— 



GREEN FRUITS. 

Southern Pacific 

{)oints in Cali- 
omia. 

aTRUS FRUITS. 

Southern Pacific 

{)oints in Cali- 
dmia. 

VEGETABLES. 

Southern Padfic 

J)oints in CaU- 
omia. 

CANTALOUPS. 

Southern Pacific 

J)oints in Cali- 
omia. 

GREEN FRUITS. 

Imperial Valley, 
cfaUf. 

CANTALOUPS. 

Imperial Valley, 
dalif. 



VEGETABLES. 

Imperial Valley, 
Calif. 

GREEN FBUnS. 

North coast, Greg.. 



To— 



Chicago 

New York. . 

Boston 

New Orleans 

Chicago 

Pittsburgh.. 

Chicago 

New Orleans 

Chicago , 

Pittsburg.., 
Boston. 

Chicago , 

Chicago , 

Cincinnati... 
New York... 
Boston , 

Chicago 

New York... 

Chicago , 



Hiles. 



2,180 
3,100 
3,200 
2,400 



2.250 
2,700 



2,200 
2,250 



2,240 
2,690 
3,250 



2,090 



2,090 
2,350 
3,000 
3,200 



2,090 
3,000 



2,200 



Aver- 
age 

pounds 
ice 

initial 

idng. 



11,000 
11,000 
10,600 
10,600 



11,000 
11,000 



11,000 
11,000 



11,000 
10,400 
10,500 



11,000 



10,400 
11,000 
11,000 
10,800 



11,000 
11,000 



11,000 



Aver- 
age 
pounds 
first 
reic- 
ing. 



4,200 
4,680 
3,980 
3,810 



2,080 
3,420 



2,725 
1,690 



7,270 
6,840 
6,700 



6,688 



6,010 
3,840 
6,100 
4,030 



1,280 
2,070 



4,355 



Aver- 
age 
pounds 
aU 
reic- 
Ings. 



2,412 
2,432 
1,972 
2,524 



2,005 
1,735 



1,555 
1,426 



3,016 
2,744 
2,200 



3,405 



3.382 
3,080 
2,697 
2,472 



940 
1,050 



2,367 



Aver- 
age 

num 

ber 

of 

reic- 

ings. 



7 
10 
12 
11 



8 
10 



7 
10 



9 
11 
13 



8 



8 
10 
11 
12 



7 
9 



10 



Aver- 
age 

pounds 
ice 
per 
car. 


Aver- 
age 
cost 
ice 
per 
car. 


Refrig- 
era- 
tion 
rate. 


28,455 
36,100 
33,280 
38,556 


♦47.67 
54.61 
63.10 
68.29 


$75.00 
87.50 
90.00 
80.00 


26,135 
28,150 


38.80 
43.28 


66.00 
75.00 


22,472 
25,760 


35.10 
46.11 


65.00 
60.00 


36,440 
40,210 
38,665 


66.41 
69.46 
68.76 


76.00 
85.00 
90.00 


36,838 


87.73 


90.00 


35,770 
40,176 
38,410 
40,470 


86.12 
91.27 
88.01 
86.68 


97.50 
107.50 
110.00 
112.60 


17.500 
20,690 


46.38 
50.90 


70.00 
82.50 


31, 515 


63.79 


60.00 



Dif- 
fer- 
ence 
cost 
of 
ice 
and 
rato. 



$27.33 
32.83 
30.90 
11.71 



26.20 
31.72 



19.90 
13.89 



18.59 
25.54 
31.25 



2.27 



11.38 
16.23 
21.99 
25.92 



23.62 
31.60 



6.21 



The diflFerence between the cost of ice and the rate appears generally 
to be greater for shipments from Southern Pacific points than for 
shipments from the Imperial Vallej. Green fruits shipped from 
Imperial VaUey to Chicago show a difference between the cost of ice 
ana the rate oi only $2.27; the difference between the cost and rate 
for green fruits from north coast points, Oregon, to Chicago is also 
low, beinff $6.21. In practically all other instances the difference 
between the cost of the ice and the refrigeration rate is considerably 
more. Vegetables require a less amount of ice than do citrus f ruite 
or green fruits. Cantaloups, because of their extreme perishabiUty, 
require more ice as a general rule than any other fruit or vegetable 
with the exception of berries. The shipments in the foregoing table 
are representative for movements over the Southern Pacific through 
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Arizona and New Mexico and over the Union Pacific through Nevada 
and Utah. The icing cost over each route is practically identical. 

Table 99 presents a comparison between the average cost of ice per 
car and the rate chafed by the Santa Fe Refrigerator Despatch Co. 
for the shipment of California green fruits and cantaloups, northern 
California vegetables, peaches irom Oklahoma, Rocky Ford canta- 
loups, and southern Califomia citrus fruits. 

Table 99. — Santa Fe Refrigerator Despatch Co, — Comparison of average cost of ice per 

car to refrigeration rate. . 



From- 



CALIFORNIA GREEN 
FRUITS. 

Del Key, Calif. 

Fresno, Calif 

S. r. p. A p. CANTA- 
LOUPS.l 

Glendale, Ariz 

NORTHERN CAIIPORp 
NIA VEGETABLES. 

San Francisco, Calif. 
Antiocli, Calif 

PEACHES. 

Butcher, Okla 

ROCKY FORD CANTA- 
LOUPS. 

Rocky Ford, Colo. . 

SOUTHERN CALIFOR- 
NIA QTRUS FRUITS. 

Glendora, Calif ...... 



To— 



Chicago 
Chicago 

Chicago 

Chicago 
Chicago 

Chicago 
Chicago 
Chicago 





Aver- 


Aver- 


Aver- 


Aver- 
age 

num- 
ber 
of 


Miles. 


age 
pounds 

ice 
initial 


age 

pounds 

first 

reio- 


age 

pounds 

all 

reic- 




icing. 


ing. 


ings. 


ings. 


2,320 
2,404 


9,750 
10,500 


5,812 
2,550 


2,444 
1,600 


9 

8 


l,8d9 


9,260 


5,470 


2,835 


8 


2,514 
2,466 


10,500 
10,500 


2,850 
2,550 


1,550 
2,194 


9 
9 


796 


9,780 


5,070 


3,700 


4 


1,010 


9,420 


4,460 


3,000 


4 


2,176 


9,870 


2,640 


2,220 


7 



Aver- 
age 

pounds 
ice 
per 
car. 



Aver- 
age 
cost 
ice 
per 
car. 



30,525 
22,500 



30,020 



23,290 
28,150 



24,950 



21,710 



30,730 



$44.10 
32.71 



71.40 



36.16 
41.24 



45.32 



28.32 



46.60 



Refrig- 
era- 
tion 
rate. 



175.00 
70.00 



97.50 



52.50 
52.50 



52.50 



50.00 



» 62.60 



Dif- 
fer- 
ence 
cost 
of 
ice 
and 
rate. 



$30.90 
37.29 



26.10 



16. ai 
11.26 



7.18 



21.68 



15.90 



1 Shipments of cantaloups originating on the Santa Fe, Prescott and Phoenix Lines in Arizona. 
* Cars precooled at Glendora. Average amount ice used 6,000 pounds, average cost, $9.13. 
s Cars initially Iced before loading $2.60 higher than regula^ rate of $60. 

The difference between the cost of ice and the rate varies only 
slig:htly, the greatest difference being the case of Califomia green 
fruits moving from Del Rey and Fresno, CaUf., to Chicago. An the 
examples in the foregoing table use Chicago as the point of destina- 
tion. This is because of the fact that CSdcago is a representative 
point for distributing perishable products and for that reason it is 
often taken as a brealdng point in the rate. Shipments moving 
through Chicago to the East not only take a proportionate increase 
in the rate, based on distance, but the cost for the service also in- 
creases proportionately. 

Table 100 presents a comparison between the costs of ice to the 
Fruit Growers Express, Inc., and the refrigeration charges for the 
shipment of vegetables and citrus fruits, peaches, cantfdoups, and 
strawberries from points in Florida, Georgia, South and North 
Carolina to representative distributing markets. 
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Table 100. — Fruit Growers Express Inc. — Comparison of average cost of ice per car to 

refrigeration rate. 



From — 



VEGETABLES AND 
CITRUS FEUlTS.l 

Palmetto, Fla 

PEACHES. 

PortVafley, Ga 

CANTALOUPS. 

Camilla, Ga 

VEGETABLES. 

Charleston, S. C 

STBAWBERBIES. 

Chadboum, N. C... 

CANTALOUPS. 

Laurinburg, N. C... 

VEGETABLES. 

Wilmington, N.C.. 



To— 



Miles. 



New York City 

Boston 

Cincinnati 

Chicago 

New Orleans... 

New York City 

Boston 

Cincinnati 

Cbicago 

New Orleans. . . 

New York City 

Boston 

Cincinnati 

Cbicago 

New York City 

Boston 

Cincinnati 

Chicago 

New York City 
Boston 

New York City 
Boston 

New York City 
Boston 



Averse 
pounds 

ice 
initial. 



1,193 
1,341 
1,004 
1,341 
811 

990 
1,214 
614 
968 
648 

1,056 

1,278 

781 

1,040 

727 
945 



1,074 

606 
830 

591 
809 

568 
792 



9,600 
9,600 
9,600 
1^,600 
9,600 

9,600 
9,600 
9,600 
9,600 
9,600 

9,600 
9,600 
9,600 
9,600 

9,600 
9,600 
9,600 
9,600 

9,600 
9,600 

9,600 
9,600 

9,600 
9,600 



Average 
poimds 

first 
reicing. 



Avenge 
pounds 

all 
reicing. 



4,000 
4,000 
4,000 
4,000 
4,000 

5,000 
5,000 
5,000 
5,000 
5,000 

6,500 
6,500 
6,000 
6,500 

4,000 
4,000 
4,000 
4,000 

3,000 
3,000 

6,000 
6,000 

3,000 
3,000 



2,750 
a, 000 
2,600 
2,600 
3,000 

3,625 
3,500 
4,000 
3,400 
4,166 

3,600 
3,833 
3,625 
4,875 

3,166 
3,250 
2,000 
3,500 

2,333 
2,250 

4,000 
3,750 

2.333 
2,750 



Average 
number 

of 
reicings. 



4 
5 
5 
5 
4 

4 
5 
3 
5 
3 

5 
6 

4 
4 

3 

4 
5 
6 

3 

4 

3 

4 

3 

4 



Average 
pounds 

ice 
per car. 



20,600 
24,600 
22,600 
22,600 
21,600 

24,100 
27,100 
21,600 
26,600 
22,100 

27,600 
32,600 
24,100 
29,100 

19,100 
22,600 
24,100 
27,100 

16,600 
18,600 

21,600 
24,600 

16,600 
20,600 



From— 



VEGETABLES AND 
CITRUS FRUITS.1 

Palmetto, Fla 



PEACHES. 

Fort Valley, Ga. 



CANTALOUPS. 

Camilla, Ga 

VEGETABLES. 

Charleston, S. C... 

STRAWBERRIES. 

Chadboum, N.C.. 

CANTALOUPS. 

Laurlnburg, N. C. 

VEGETABLES. 

Wilmington, N. C. 



To— 



New York City 

Boston 

Cincinnati 

Chicago 

New Orleans... 

New York City 

Boston 

Cincinnati 

Chicago 

New Orleans... 

New York City 

Boston 

Cincinnati 

Chicago 

New York City 

Boston 

Cincinnati 

Chicago 

New York City 
Boston 

New York City 
Boston 

New York City 
Boston \ 



Average 
cost ice 
per car. 



Refrigeration rate. 



135.13 
40.13 
38.49 
38.99 
37.81 

41.06 
44.81 
37.38 
46.41 
38.19 

44.18 
50.43 
39.32 
48.60 

31.04 
35.42 
40.72 
45.60 

27.05 
29.55 

34.28 
38.03 

23.59 
28.59 



Vegetables. 



966.00 
72.00 
66.00 
72.00 
64.00 



Citrus 
fruits. 



165.00 
71.00 
65.00 
71.00 
58.00 



58.85 
66.88 
53.50 
58.85 
63.50 

58.00 
64.00 
54.00 
58.00 

50.00 
56.00 
60.00 
64.00 

64.50 
7a 50 

56.00 
60.00 

50.00 
56.00 



Difference cost of ice 
and rate. 



Vegetables. 



$30.87 
31.87 
27.51 
33.01 
26.19 



Citrus 
fruits. 



$29.87 
30.87 
26.51 
32.01 
20.19 



17.79 
22.07 
16.12 
12.44 
15.31 

13.82 

13.57 

14.68 

9.40 

18.96 
20.58 
19.28 
18.40 

37.45 
4a 95 

21.72 

21.97 

26.41 
27.41 



^ Icing for citrus fruits approximates that required for vegetables. 
114757**— 20 16 
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The difference between the cost of ice and the rate charged for 
some commodities is considerable. For instance, the difference in 
•the case of strawberries from Chadbonm, N. C, to Boston is $40.95. 
The difference in the case of vegetables and citrus fruits from Florida 
to Chicago is also high in comparison with the rate, averagmg $32.50. 
The difference between the cost of ice and the rate for a short haul • 
is considerably greater than the difference in the case of a long haul. 

INCIDENTAL REFRIGERATION CHARGES. 

In addition to the cost of ice there are additional chaises that are 
included in the refrigeration rate. These charges have been the 
subject of controversy at various times, but have been sustained by 
the Interstate Commerce Commission as being legitimate items that 
should go to make up stated refrigeration charges. These charges 
may be listed and described as follows : 

1. Damage to^ bunkers. — ^This charge is an average allowance of $5 
per trip for wear and tear to refrigerating devices. 

2. Supervision, — ^This charge averages about $4 per trip and is 
permitted the car company for the service of supervision and admin- 
istration. 

3. Switching, — Every car to be iced must be spotted at the plat- 
form of the icing station. This service of switching adds a 25-cent 
charge per car each time a car is spotted for icing, which charge is 
payable to the carrier. 

4. HauUige, — ^This is an item allowed the carrier for the service of 
hauling the ice in the bunker. It is based on an estimate of the 
average amount of ice carried for the entire trip from origin to point 
of destination. The chaise is 1 cent per himcfred pouncb of ice per 
hundred miles of distance it is carried. 

5. Profit and hazard, — ^These items comprise a variable amount, 
being fixed at 8 per cent of the total of all charges previously men- 
tioned, including the cost of ice; 6 per cent is allowed for profit and 
2 per cent for hazard. 

It may be seen that the rate for refrigeration is estimated from a 
number of charges for services, some of which are performed by the 
car line and some by the carrier. It would seem tnat only three of 
these might properly be charged to expenses of the refrigerator-car 
company, namelv, damage to bunkers, supervision, and profit ajid 
hazard. The other two, switching and haulage, comprise services 
rendered by the carrier itself. The car companies, however, perform- 
ing refrigeration service imder the stated cnai^e make no allowance 
to any carrier either for haulage or switching. In other words, the 
entire stated charge which comprises the cost of ice and all these 
incidental charges is collected for the interest of the car company 
and no part of the revenue is passed on to the carrier. The reason 
^ven for including such incidental charges as haulage and switching 
m the refrigeration rate is that the cost of such service is properly 
chargeable to the shipper, and as it is not included in the freight rate 
must necessarily, therefore, be taken care of in the refrigeration 
charge. Inasmuch as four of the car companies performing refrigera- 
tion service are to all intents and purposes special operating depart- 
ments of the owning railroad companies, it is immaterial whether 
any allowance is made for haulage or switchiag. The net revenue in 
any event will finally reach the railroad company. 
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In the case of the Fruit Growers Express Inc., however, the 
situation is essentially different. The refrigeration rate in the case 
of this company is predicated on the same incidental items as are 
used by the railroad-owned companies, includmg haulage and switching. 
The item of haulage, however, which is the highest of the incidental 
charges, is not paid to the carrier which transports the car, but is 
retained by the car company. Provision that the carrier shall not 
charge the car line company for the movement of ice contained in 
the bunkers of its cars is made in the exclusive contract as follows: 

The Railroad shall make no charge against the car line for movement of dry or 
iced refrigerator ^ars over its rails for protection of businees covered by this contract, 
nor shall it make any charge for the movement of ice contained in the bunkers of 
such cars, but when ice is shipped in the bodies of such cars or in bodies of any other 
cars for the protection of cars in loading, the charge for the transportation of such ice 
shall be made on the basis of the re^larly published carload freight rate i>er hundred 
weight or per ton for the actual weight of the ice shipped. 

It may be seen, therefore, that the stated charge in the case of the 
Fruit Growers Express Inc. includes an item that is not assignable 
to a service performed by the company. Revenue from the charge 
for haulage should, therefore, be added to profit and hazard of the 
company and wiU increase the net returns materiaUy. 

Tables are presented which show for each car line company the 
incidentals which are used in determining the refrigeration charge. 
It should be remembered that no part of the rate is assigned to a 
carrier for service seemingly rendered by it. This is true not only of 
the railroad-owned compames but of the Fruit Growers Express inc. 
as well. Table 101 presents an analysis of the incidental items that 
make up the charge levied by the American Refrigerator Transit Co. 
and shows the difference between the rate levied and the estimated 
expense of refrigeration. 

Table 101. — American Refrigerator Transit Co. — Incidental refrigeration charges used 

in determining rate. 



From— 


To- 


Dam- 
age to 
bunk- 
era. 


Super- 
vi.sion. 


Switch- 
ing. 


Haul- 
age. 


Total 
inci- 
dental 
charges. 


Differ- 
ence 
actual 
cost ice 
and 
rate. ^ 


Profit 

and 

hazard. 


PEACHES. 

Jacksonville, Tex 


st. Louis 

Chicago 


$5.00 
5.00 
5.00 
5.00 

5.00 


$4.00 
4.00 
4.00 
4.00 

4.00 


$1.00 
1.25 
1.75 
1.75 

1.00 


$3.97 
5.99 
7.72 
7.92 

4.53 


$13.97 
16.24 

18.47 
18.67 

14.53 


$13. 43 
17.16 
19.91 
19.58 

17.73 


-$0.54 
.92 


TTighlaTi^l, Aft ._ 


Pittsburgh 

New York City. 

Chicago 


1.44 
.91 


CANTALOUPS. 
■Rlevinjf, Art , 


3.20 









The last column, under the caption "Profit and hazard/' shows 
that on a shipment of peaches from Jacksonville, Tex., to St. Louis 
the company loses on the average 64 cents a car. From the rates 
shown in the table the greatest gain per car on the average is for 
cantaloups from Blevins, Ark., to Chicago. All the incidental charges 
are practically uniform, with the exception of haulage, which vanes 
dj^rectly with the amount of ice carried and the distance. It would 
appear from the foregoing table that the American Refrigerator 
Transit Co. is operating on a narrow margin, for only a sUght amount 
remains to cover profit and hazard. As a matter oi fact, in 1917 the 
profit to the car company amounted to only 2 per cent on the 
investment. 
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Table 102 presents incidental refrigeration charges for representa- 
tive shipments by the Frisco Refrigerator Line. 

Table 102. — Frisco Refrigerator Line — Incidental refrigeration charges used in deters 

mining rate. 



From— 



PEACHES. 

Koshkonong, Mo . 



STRAWBERRIES. 

Monett, Mo 



To— 



New York City 

Buffalo 

Pittsburgh 

Chicago 

Minneapolis 

St. Paul 

Omaha 

Kansas City 













Differ- 


Dam- 








Total 


ence 


ajje to 


Super- 


Switch- 


Haul- 


inci- 


actual 


bunk- 


vision. 


ing. 


age. 


dental 


Cfjv't ice 


ers. 








charges. 


and 

rate. 


$5.00 


94.00 


$1.75 


$10. 56 


$21.^1 


$20.34 


6.00. 


4.00 


2.00 


6.55 


17.55 


15.69 


5.00 


4.00 


1.75 


1.35 


12.10 


20.71 


5.00 


4.00 


1.26 


3.87 


14.12 


15.27 


5.00 


4.00 


i.oo' 


7.48 


17.48 


25.54 


5.00 


4.00 


1.00 


7.28 


17.28 


25.27 


6.00 


4.00 


.75 


4.37 


14.12 


19.34 


5.00 


4.00 


.75 


2.28 


12.03 


18.44 



Proiit 

and 

hazard. 



$0 97 

. 1.86 

8.61 

1.15 

8.06 
7.99 
5.22 
6.41 



In two instances, namely, peaches from Koshkonong to New York 
City and Buffalo, the company lost 97 cents and $1.86 per car, 
respectively. In all other cases cited in the table there was a sub- 
stantial gain. Notwithstanding the fact that the table indicates 
that the company may have made a fair profit on its service of 
refrigeration, yet the financial statement of trie companv shows that 
on its total operations it suffered a loss of approximately 2 per cent 
on the investment. 

Table 103 presents incidental refrigeration charges for represen- 
tative shipments by the Pa^fic Fruit Express Co. 

Table 103. — Pacific Fruit Express Co. — Incidental refrigeration charges used in deter- 
mining rate. 



From- 



6REEN FRUITS. 

Southern Pacific points 
in California. 



QTRUS FRUITS. 

Southern Pacific points 
in California. 

VEGETABLES. 

Southern Pacific points 
in California. 

CANTALOUPS. 

Southern Pacific points 
in California. 

GREEN FRUITS. 

Imperial Valley, Calif 

CANTALOUPS. 

Imperial Valley, Calif 



VEGETABLES. 

Imperial Valley, CaUf . 

GREEN FRUITS. 

North Coast, Oreg 



To— 



Chicago , 

New York City 

Boston 

New Orleans.., 

Chicago 

Pittsburgh 

Chicago 

New Orleans. . , 

Chicago , 

Pittsburgh 

Boston , 

Chicago 

Chicago , 

Cincinnati. . .. 
New York City 
Boston 

Chicago 

New York City 

Chicago 



Dam- 
age to 
bunk- 
ers. 


Super- 
vision. 


Switch- 
ing. 


Haul- 
age. 


Total 
inci- 
dental 
charges. 


Differ- 
ence 

actual 
cost 

ice and 
rate. 


S5.00 
5.00 
5.00 
5.00 


$4.00 
4.00 
4.00 
4.00 


$2.00 
2.75 
3.25 
3.00 


$19.38 
27.25 
28.10 
19.89 


130.38 
39.00 
40.35 
28.89 


$27.33 
32.89 
36.90 
11.71 


5.00 
5.00 


4.00 
4.00 


2.25 
2.75 


20.74 
25.44 


31.99 
37.19 


26.20 
31.72 


5.00 
5.00 


4.00 
4.00 


2.00 
2.76 


21.18 
21.83 


32.18 
33.58 


19.90 
13.89 


5.00 
5.00 
5.00 


.4.00 
4.00 
4.00 


2.50 
3.00 
3.50 


18.56 
21.21 
27.49 


30.06 
33.21 
39.99 


18.59 
25.54 
31.25 


5.00 


4.00 


2.25 


16.64 


27.89 


2.27 


5.00 
5.00 
5.00 
5.00 


4.00 
4.00 
4.00 
4.00 


2.25 
2.75 
3.00 
3.25 


15.45 
19.27 
25.58 
26.07 


26.70 
31.02 
37.58 
38.32 


11.38 
16.23 
21.99 
25.92 


5.00 
5.00 


4.00 
4.00 


2.00 
2.50 


21.27 
30.17 


32.27 
41.67 


23.62 
31.60 


5.00 


4.00 


2.75 


19.47 


31.22 


6.21 



Profit 

and 

hazard. 



-$3.05 

- 6.11 

- 3.45 
-17. 18 

- 5.77 

- 5.49 



12.28 
-19. 69 



-11.47 

- 7.67 

- 8.74 

-25.62 



-15.32 
-14-79 
-15:50 
-12.40 

-8.65 
-10.07 

-25.01 
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In every instance the table indicates that the company operated 
at a loss. The item of haulage is a constantly increasing one and 
in most instances is greater than the difference between the actual 
cost of the ice used and the rate. In some cases it appears this 
allowance for haulage is out of proportion with the other charges 
used in determining the rate. Notwithstanding the fact that the 
representative shipments presented in the table mdicate an average 
loss, the car companj for the year 1917 made an average net profit 
of 8 per cent on the mvestment. 

Tms apparent discrepancy is due to the fact that the car company 
makes no aUpwance to the carriers for switching and haulage. In 
other words, these incidental charges which have been considered 
legitimate items in the computation of stated refrigeration rates 
are not actually borne by the company to whom the charge is paid. 
This is true not only for the Pacific Fruit Express Co. but also for 
the other refrigerator car companies doing a similar business. 

Table 104 presents the incidental remgeration charges for the 
Santa Fe Refrigerator Despatch Co. : 

Table 104. — Santa Fe Refrigerator Despatch Co. — Incidental refrigeration charges used 

in determining rate. 



From— 



CALIFORNIA GREEK 
FRXHTS. 



Del Key, Calif. 
Fresno, Calif.. 



S. F. p. A p. CANTALOUPS.! 

Glendalei Ariz , 



NORTHERN CALIFORNIA 
VEGETABLES. 



San Francisco, Calif. 
Antioch, Calif 



PEACHES. 

Dutcher, Okla 

ROCKY FORD CANTALOUPS. 

Rocky Ford, Colo 



SOUTHERN CALIFORNIA 
CITRUS FRUITS. 

Glendora, Calif 



To- 



Chicago. 
do.. 



Chicago. 



Chicago. 
do.., 



Chicago. 



Chicago. 



Chicago. 



Dam- 
age to 
bunk- 
ers. 



15.00 
5.00 



5.00 



5.00 
5.00 



5.00 



5.00 



5.00 



Super- 
vision. 



$4.00 
4.00 



4.00 



4.00 
4.00 



4.00 



4.00 



4.00 



Switch- 
ing. 



$2.50 
2.25 



2.25 



2.50 
2.50 



1.25 



1.25 



2.00 



Haul- 
age. 



$17.52 
21.82 



12.78 



22.89 
21.02 



5.43 



7.09 



17.25 



Total 
inci- 
dental 
charges. 



$29.02 
33.07 



24.03 



34.39 
32.52 



15.68 



17.34 



28.25 



Differ- 
ence 

actual 
cost 

ice and 
rate. 



$30.90 
37.29 



26.10 



16.34 
11.26 



7.18 



21.68 



Profit 

and 

hazard. 



$1.88 
4.22 



2.07 



18.05 
-21.26 



-8.50 



4.34 



15.90 —12.35 



1 Shipments of cantaloups originating on the Santa Fe, Prescott & Phoenix Lines in Arizona. 

Haulage, as in the case of the Pacific Fruit Express Co., is the prin- 
cipal item in the charge. The only material per car loss is in the 
case of vegetables from northern California. 

Losses per car greatly exceed per car profits. The car company, 
however, shows a slignt profit lor the year 1917. This apparent 
discrepancy may be explained on the same groimd as the Pacific 
Fruit Express Co. 
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Table 105 present3 the incidental refrigeration charges for repre- 
sentative shipments by the Fruit Growers Express Inc. 

Table 105. — Fruit Growers Express ,Inc. — Incidental refrigeration charges used in 

determining rate. 



From— 



VEGETABLES AND 
CITBUS FRUITS. I 



Palmetto, Fla. 



PEACHES. 

Fort Valley, Ga. 



CANTALOUPS. 

Camilla, Oa 



To— 



Dam- 
ageto 
bunk- 
ers. 



Now York City 

Boston 

Cincinnati.. . 

Chicago 

New Orleans. 



New York City 

Boston 

Cincinnati ... 

Chicago 

New Orleans. 



VEGETABLES. 

Charleston, S. C 

STBAWBERBIES. 

Chadboom, N. C. . 

CANTALOUPS. 

Laurinburg, N. C . . 

VEGETABLES. 

Wilmington, N.C.. 



New York City 

Boston 

Cinciimati . . . 
Chicago 



New York City 

Boston 

Cincinnati... 
Chicago , 



New York City 
Boston , 



New York City 
Boston , 



New York City 
Boston 



$5.00 
5.00 
5.00 
6.00 
5.00 



6.00 
5.00 
5.00 
5.00 
5.00 



5.00 
5.00 
5.00 
5.00 



5.00 
5.00 
5.00 
5.00 



5.00 
5.00 



5.00 
5.00 



5.00 
5.00 



Super- 
vision. 



$4.00 
4.00 
4.00 
4.00 
4.00 



4.00 
4.00 
4.00 
4.00 
4.00 



4.00 
4.00 
4.00 
4.00 



4.00 
4.00 
4.00 
4.00 



4.00 
4.00 



4.00 
4.00 



4.00 
4.00 



Switch- 
ing. 



$1.26 
1.50 
1.50 
1.50 
1.25 



1.26 
1.50 
1.00 
1.50 
1.00 



1.50 
1.75 
1.25 
1.25 



1.00 
1.26 
1.50 
1.76 



1.00 
1.26 



1.00 
1.25 



1.00 
1.25 



Haul- 
age. 



Total 
inci- 
dental 
charges 



$8.83 

10.06 

7.43 

9.92 

6.84 



6.63 
8.11 
4.05 
6.55 
4.20 



6.97 
8.07 
6.23» 
6.93 



6.25 
6.62 
6.67 
7.09 



4.76 
6.47 



3.90 
6.34 



4.46 
5.86 



$19.06 
20.06 
17.93 
20.42 
16.09 



16.88 
18.61 
14.06 
17.06 
14.20 



17.47 
18.82 
15.48 
16.18 



15.25 
16.87 
16.17 
17.84 



14.76 
16.72 



13.90 
15.59 



14.46 
16.11 



Difference 

actual cost ice 

and rate. 



Vege- 
tables. 



Cit- 
rus 
fruits. 



$30.87 
31.87 
27.51 
33.01 
26.19 



$29.87 
30.87 
26.61 
32.01 
20.19 



$17.79 
22.07 
16.12 
12.44 
16.31 



13.82 

13.57 

14.68 

9.40 



18.96 
20.58 
19.28 
18.40 



87.46 
40.95 



21.72 
21.97 



26.41 
27.41 



Profit and 
hazard. 



Vege- 
tables. 



$11.79 

11.81 

9.58 

12.69 

10.10 



Cit- 
rus 
fruits. 



$10.79 

10.81 

8.58 

U.59 

4.10 



$0.91 

3.46 

2.07 

-4.61 

l.U 



-3.65 
-5.25 
- .80 
-6.78 



3.71 

3.71 

3.11 

.56 



22.09 
24.23 



6.82 
6.38 



11.95 
11.30 



^ Icing for citrus fruits approximately that required for vegetables. 

From the majority of examples of representative shipments pre- 
sented in the foregoing table it mav be seen that, after deducting the 
cost of ice and alt the incidental cnarges, there remains only a small 
amotmt for profit and hazard. The only commodity that seems to 
suffer a loss consistently is cantaloups, which, are unusuaUy per- 
ishable. If the items of haulage and switching, which are not 
expenses to the companj; since no payment is made to railroads for 
these services, were omitted from tne incidental charges the^ net 
per car revenue allowed to profit and hazard would be materially 
mcreased. 

The incidental charges as listed in the foregoing tables do not 
change. It is therefore reasonable to assume that the present 
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chaises which were in effect ten years ago when cost of materials; 
labor, and supervision, was considerably less, yielded to the com- 
panies a substantial profit at that time. It is altogether reasonable 
to contend that the service of refrigeration should be permitted at a 
reasonable profit. It appears unreasonable, however, that arbitrary 
and apparently obsolete devices should be continued as bases for 
fixing tne rate. It seems even more unnecessary in view of the fact 
that the car company collecting the charge in full does not prorate 
any part of it to the earner for the particmar service rendered by the 
carrier, charge for which is included in the rate. Studies have 
recently been made by some of the well organized refrifferator car 
companies for the purpose of making accurate analysis of the items 
entering into the cost of the service. It seems reasonable to suppose, 
therefore, that it would be altogether possible to ascertain the 
expense of each part of the service and allocate the various items so 
that each division of expense involved would be fully covered and in 
addition a reasonable amount provided to cover profit and hazard. 

Stated charges not prorated. — The charges for refrigeration are col- 
lected by the railroad company for the interest of the car company, 
although sometimes the car company collects the charges airect. 
When a car tmder refrigeration moves from the lines of the parent 
railroad company, the company performing the icing receives only 
the customary price for the ice actually furnished. In official classi- 
fication territory this charge has been generally $2.50 per ton. There 
are a few exceptions to th& rate, but it is fairly representative for all 
territory east of the Mississippi and north of the Ohio and Potomac 
Rivers. On a shipment originating, therefore, on the lines of the 
Santa Fe in southern California destined for New York City the re- 
frigeration wiU be handled by the Santa Fe Refrigerator Despatch 
Co. as far as Chicago. Prom Chicago to New York the refrigeration 
may be performed hj the Erie Railroad or any other line to New 
York City. The refngerator car company collects the f uU amount of 
the refrigeration charge from California to New York City and pays 
the Erie Railroad only for the amoimt of ice furnished from Chicago 
to New York, whicli is based on $2.50 per ton. The same situation 
holds true for any movement from the West to the East over the 
lines of the Southern or Union Pacific, Frisco or Gould systems. 
The Fruit Growers Express Inc. receives the entire refrigeration 
charge on shipments from the Southeast destined for any pomt out- 
side the territory served by its contract lines. For instance, on a 
shipment of perishables from Florida to New York the car company 
penorms the refrigeration service as far as Potomac Yards, Va., and 
from there on the Pennsylvania Railroad, which continues the re- 
frigeration service, receives only $2.50 per ton of ice furnished. 
According to this practice the carriers wmch fiu'nish a considerable 

{)art of the refrigeration service are paid only for the amoimt of ice 
urnished. The car line, on the other hand, receives aU that part of 
the rate made up of incidental charges allowed in addition to the 
cost of ice and also whatever profit may accrue. 

Carrier's reasons for the stated charge, — ^Refrigeration charges 
throughout the entire United States are in process of revision at the 
present time by order of the Railroad Administration. The plan is 
to work out refrigeration charges that wiU be based on movement of 
perishables per car irrespective of the weight. These charges will be 
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published as one tariff for the entire United States. The stated 
charges per car will cover all perishable commodities that are charged 
on this basis to-day, and will exclude only fresh meats and packmg- 
house products, which are to continue tmaer the cost of ice basis, and 
dairy products. The reasons given by carriers for the continuance 
of stated charges in the shipment of perishables are the following: 

1. Carriers should not be expected or required to sell ice as a com- 
modity; they are obligated under their duty as a carrier to furnish a 
service, namely, refrigeration. 

2. Unlimited responsibility rests on the carrier under the stated 
charge, and it is given fuU freedom to provide adequate and effi- 
cient refrigeration without having to follow shipping instructions and 
other restrictions specified by the shipper. 

3. The stated charge promotes conservation by preventing waste, 

4. Parity of rates and equality of service is insured between ship- 
pers and shipments. 

6. A charge based on the cost of ice, salt, and labor, would not 
give the carrier sufficient compensation to cover various other ex- 
penses which go to make up the gross cost of furnishing refrigeration. 

6. The stated charge is published and invariable. The shipper, 
therefore, knows in advance his total charges for transportation of 
his commodity to any market.* 

Comparison of Ftorida and California rates, — ^R'ates in the past 
have varied for every section of tne United States except in tnose 
regions where competition equalized them. Formerly \vhen Armour 
Car Lines operated over the Union and Southern Pacific lines and 
also over the southeastern lines, the rate for refrigeration from Florida 
to New York was $80, whUe on a car carrying similar products from 
California to New York the refrigeration was $67.50.^ The length of 
haul from representative points m Florida such as Arcadia ana San- 
ford to New York is 5 to 6 days, while a shipment from Los Angeles 
to New York requires anywhere from 12 to 16 days. The number of 
reicings from Florida to New York is approximately 4, while the num- 
ber of reicings from Los Angeles to New York averages 10. The 
reason for such discrimination in rates against Florida was the fact 
that Armour had an exclusive monopoly on all business in Florida, 
whereas his car line that formerly operated from southern California 
had to compete with other lines. 

The California rate just quoted applies only from certain concen- 
tration points from which there was competition. Rates covering a 
shipment from local points to these concentration points were at the 
same time excessively high. Testimony in the files of the Interstate 
Comnaerce Commission and also data from the investigations carried 
on by that Commission show that Armour Car Lines, of which the 
Fruit Growers Express Inc. is the successor, has always wherever 
possible secured exclusive contracts with the carriers over whose lines 
it operates. An important result of these contracts is the ehmina- 
tion of competition and the ability of the company to charge the 
highest rates that the traffic will bear. The rates in the Southeast 
have been changed only slightly since about the year 1905. At that 
time the charges were made as high as permissible and in all these 

150 I.e. C. 699. 

* A table showiAg a comparison of refrigeration rates at this time for perishables moving from Florida 
and California is presented m the appendix as Exhibit 12. 
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years a considerable profit has been made from refrigeration. In 
1917 the profit to the Fruit Growers Express, Inc., for refrigeration 
was approximately $500,000. The past season of 1918 was an Unu- 
sual one, and the company reports that its efforts to protect the 
fruit movement from Georgia and South Carohna resulted in con- 
siderable loss. The loss, however, for the 1918 season would be 
greatly overbalanced by the profits of the preceding three years 
when the net gain ranged anywhere from $700,000 to $1,175,000, 
representing a profit on the average of 10 to 16.4 per cent on the in- 
vestment.^ (See pp. 1 16 to 1 18.) That rates may need to be revised 
is probable and yet increase of rates should be made only where ab- 
solutely essential and only after careful inquiry into the factors making 
up the costs. A stated charge must allow a reasonable amount for 
hazard and imusual circumstances. Figures representing operation 
for a number of preceding years are at the present time obtainable, 
and it is reasonable to suppose that the rates soon to be appUed under 
the direction of the Railroad Administration will be representative 
of the average cost for this service of refrigeration.^ 

1 Computed bjr the commission from statements submitted by the F. G. E . 

* A table showing the present and proposed rates for refrigeratmg perishables from Florida and California 
Is presented as Ejcnlbit 13. 



EXHIBITS. 

Exhibit 1. 

SERVICE ACCORDED BEEF REFRIGERATOR CARS OF INDEPENDENT PACKING COMPANIES. 

Jacob E. Decker & Sons. 
Mason City, Iowa, April ^S, 1918. 

Subject: Federal Trade Commiflsion Food Investigation Special Report Schedule 3, 

No. 4111. 
Federal Trade Commission, Chicago, III. 

Gentlemen: Attached hereto you will find a list of specific instances of misuse 
of our equipment by the carriers. The instances referred to cover only a recent 
period. 

In connection with the misuse of equipment we also attach hereto several tele- 
grams showing that the carriers expect tne owner of the equipment to pay for answers 
to telegrams tracing the equipment that has been misused. This means that in addi- 
tion to the inconvenience suffered thru misuse of equipment, the shipper is put 
to the expense of tracing his cars b}r telegrams and carriers will not even Dear their 
share by answerinjg: the telegrams paid, which is very unfair to car owners. In cases 
of misuse the carriers to be fair to the car owners should pay for the telegraph tracers 
both ways. 

The cars this company own are equipped for handling dressed beef and fresh 
meat, while merchandise and perishable products commonly hauled in the rail- 
road companies' provision cars can be handled in these dressed beef or fresh meat 
cars, fresh meat can not safely be handled in merchandise cars or the railroads' refriger- 
ator cars, therefore, if a packer's dressed beef cars are not returned to him he can 
not move his fresh meat as a railroad owned car can not be substituted. A packer 
does not own his cars simply for the reason that he desires to own the equipment 
that he uses, but he is forced to it as the carriers will not furnish him cars of the kind 
necessary to transport dressed beef and fresh meat. In addition to furnishing cars for 
his own use, a packer is required to furnish approximately 25 per cent more than his 
actual needs, due to the fact that the carriers have this number of cars in their service 
that are the property of the packer, which represents a loss to the shipper. * * * i 
Yours truly, 

Jacob E. Decker & Sons, 
(Signed] By R. L. Ellis, 

Traffic Department. 

Instances of Mishandling Jacob E. Decker & Sons' Equipment. 

DMRL 2410 shipped to Brooklyn, N. Y., 12-22-18, via M. & St. L.-C. & N. W.- 
I. H. B.-N. Y. C. Returned to C. & N. W. empty. C. & N. W. sent to G. B. & W. 
Ry. Co. C. B. & W. loaded with potatoes for Camp Gordon. 

DMRL 241^ shipped to Detroit, Mich., 2-9-18, via M. & St. L.-C. & N. W.-I. H. B.- 
M. C. Returned to C. & N. W>^empty. C. & N. W. loaded to C, St. P., M. & O. 
C, St. P., M. & O. loaded back to the C. & N. W. C. & N. W. deUvered to E., J. & E. 
Up to date car has not been returned to us. 

DME 2302 shipped to Davenport, Iowa, Jan. 12, 1918, via M. & St. L.-C., R. I. & P. 
Car was loaded on the C, R. I. & P. and up to this date (Apr. 22, 1918) car has not 
been returned to our service 

DME 2305 last loaded out of Mason City on the C. & N. W. C. & N. W. delivered 
to G. N. 2-22-18. G. N. loaded to C, B. & Q. point. C. B. & Q. loaded to Balti- 
more, up to date (Apr. 22, 1918) car has not been returned to us. 

DME 2300 lastreported I. H. B. to Mich. Cent., January 22, 1918. No record since, 

DME 2309 last reported Wiggins Ferrv to Mo. Pac. Ry., 2-2-18. This car has not 
been in Mason City for nearly six months. 

lAII matters not i>ertainii]ig to car operation have been omitted. 
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DME 2310 last reported M. & St. L. to 111. Cent., February 27, 1918. Car destined 
Chicago, 111., loaded on 111. Cent, and has not been returned to Mason City to date 
(Apr. 22, 1918). 

DME 2315 last reported B. & M. to N. Y. C, 2-25-18. Car has not been returned 
to Mason City to date (Apr. 22, 1918). 

DME 2316 last reported N. Y. C. & St. L. to N. Y. C, January 29, 1918. Car has 
not been returned to MasoTi City to date (Apr. 22, 1918). 

DME 2317 last reported Wiggins Ferry to Mo. Pac. Ry., 2-15-18. Car has not 
been returned to Mason City to date (Apr. 22, 1918). 

DMRL 2406 shipped to Birmingham, Ala., 3-7-18, via M. & St. L.-Wab.-L. & N. 
Returned to Wabash empty, April 9. Not returned to Mason City to April 22, 1918. 

DMRL 2413 shipped to Philadelphia, Pa., 3-6-18; viaM. & St. L.-C, G. W.-I. H. B.- 
N. Y. C.-P. & R. The N. Y. C. delivered car empty to Chicago Junction (4-3-18), 
instead of returning to I. H. B. for home route. Car has not been returned to Mason 
City up to date (Apr. 22, 1918). 

DMRL 2403 delivered to B. & A. for Boston on 4-9. Not returned to N. Y. C. up 
to April 22, 13 days already on B. & A. line. 

DME 2319 shipped by us to Baltimore, Md., October 6, 1917. Routed M. & St. 
L.-C. & N. W.-l. H. B.-B. & 0. Not returned to Matron City until April 19, 1918. 



MoRRELL Refrigerator Car Co. 

(Dissolved). 

T. Henry Foster, Trustee. 

Operating 
MoRRELL Refrigerator Line, 
Morreli/ Tank Line, 

Ottumwaf Iowa, April 17 ^ 1918. 
Mr. W. H. Reeves, 

Federal Trade Commission^ 

826 Federal Building ^ Chicago, III, 

Dear Sir: On your recent visit, you requested that we give you a list of our refriger- 
ator cars which have been misused by the carriers. We have had so many cases of 
this kind during the past winter that we hardly feel it necessary to give you a full 
and complete list, but will give you a few of these cases, which will give the commis- 
sion an idea as to the difficulties under which we have had to conduct our business 
during the past several months. 

MRX 5438 shipped from Ottumwa, January 3, destined Albany, N. Y. Car should 
have been returned to Ottumwa, but was diverted to Kansas City by the Chicago & 
Alton Railroad where same was loaded by one of the packers at that market. Car 
was finally returned to Ottumwa during the early part of April. 

MRX 5226 shipped December 17, Rock Island care M. & St. L. to Marshalltown, 
Iowa, this being one of our peddler car runs. Car loaded by some shipper, either 
on the M. & St. L. or C. & In . W. (we have not been able to learn definitely). The 
next information we have on car snows it was loaded at South Omaha, January 22, 
over the Rock Island with flour for New York City. After many requests and con- 
siderable expense, we succeeded in getting car back to Ottumwa the early part of 
April. 

MRX 5125 billed out by us on January 18 to New York City via. Pennsylvania 
Railroad. Car, instead of returning to Ottumwa, was set into the yards at Chicago, 
where it was loaded east by one of the Chicago packers. Returned to Ottumwa April 
16. 

MRX 5429 shipped January 3 to Troy, N. Y., via New York Central, was returned 
to Chicago, where same was loaded by one of the Chicago packers on February 23 for 
New York City. Car returned to Ottumwa April 15. 

MRX 5302 loaded by us on December 1 at our Sioux Falls, S. Dak., plant, routed 
Illinois Central to Memphis, Tenn. Car was refused by the I. C. on return movement, 
reaching Sioux Falls empty on April 2. We are unable to get a full and complete 
record of the handling of this car while on the I. C, but understand it was under load 
a good part of the time. 

MRX 6322. This car moved into Chicago over the C, B. & Q. empty, February 16. 
Was not forwarded imtil March 25. Are not at this time informed as to the cause for 
this detention in Chicago on the C., B. & Q. 

MRX 5106 loaded by us on December 12 to New York via C, B. & Q., care of Erie. 
Oar was diverted by the C. & A. to Kansas City, where it was loaded on February 25, 
to New York, routed C. & A., N. Y. C. Car has not yet been returned to us. 
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MRX 5115 loaded by us on December 12 to New York via C, B. & Q., Michigan 
Centi:al, New York Central. Car was diverted on the return trip by the N. Y. C. to 
KanMwCity, where it was loaded by some other packer on February 14. We are not 
at this time informed as to destination or routing of car nor who loaded it. Car has 
not yet returned to Ottumwa. 

MRX 5205 loaded by us on November 6, destined New York via Erie. We have 
been trying for several months to get a line on this car, but thus far can get no definite 
information. Oiu* last advice would indicate that it is somewhere in the Chicago dis- 
trict. Car has not yet reached our plant. 

MRX 6209 loaded by us on December 22 via C, B. <fe Q., Illinois Central to Mem- 
phis, Tenn. Our last advice ehows the Illinois Central allowed car to be reloaded 
and it is somewhere down in the Southeast at this time. We are trying to arrange for 
return to Ottumwa. 

MRX 5227 loaded by us on November 20 via Rock Island, M. & St. L. to Marshall- 
town, being omr regular peddler car run. Car delivered the C. & N. W., who have 
permitted same to be loaded on their line. Our record shows that it was loaded by 
one of the packers at South Omaha on December 28 for New York City. We have 
had up with the C. & N. W. on several occasions asking that' car be put in line for 
return to us, but they repeatedly ignore our request. Our last record shows the C. & 
N. W. delivered to the E., J. & E. at Waukegan on March 31. 

MRX 5229 loaded by us on November 22 routed C. & N. W., Erie to New York 
City. The C. A N. W. instead of returning to our Sioux Falls, S. Dak., plant, where 
it was originally loaded, delivered same to one of the packers at Sioux City, who 
loaded same on or about February 10 to some eastern aestination. We are not at 
this time advised of full details. 

MRX 5311 loaded by us on October 3 to Chicago via C, R. I. & P. This company 
misused car. Our last record shows delivered to the Missouri Pacific at Topeka, Kans . , 
on March 15. This car, since leaving our plant in- October, has been all over the 
South and West, having been loaded at St. Louis on November 18 for some point on 
the Southern Railway. Our next advice indicates car returned to the Missouri Pacific 
at St. Louis destined to some point on the D. & R. G. We regret to state that car has 
not yet been retiumed to us. ^ 

MRX 5435 loaded by us to Philadelphia on December 22, routing same. Nickel 
Plato, Lehigh Valley, P. & R. Car has been on hand in the shops of the Lehigh 
Valley at Packerton awaiting repairs since some time the first week of January. We 
had up .with the Lehk;h Vafley on several occasions, who have assured us that they 
will hurrv repairs and get it started back to Ottumwa, but thus far there has been 
nothing done. 

MRJt 5439 loaded by us on November 23, destined New Haven, Conn. Car loaded 
by some one at Chicago on February 1 for some eastern destination. We are imable 
to give any further particulars. Car has not been returned to us as yet. 

MRX 5541 left Ottumwa January 4, routed New York Central to Utica, N. Y. Car, 
instead of re tinning to us as it should, was delivered to one of the packers in Chicago, 
who loaded same to Boston, one of our employees finding it in the Boston yards, who 
found on investigation that it was for one of our competitors at that market. He took 
up with them and asked that they unload immediately and return to us. Instead of 
handling in this manner, however, they reloaded same to Augusta, Me. We are un- 
able to tell you the present location of car. 

MRX 5601 loaded by us on November 22 to Birmingham, Ala., routed C, M. & 
St. P., Wabash, L. & N. Car has been mishandled by a number of lines in the South- 
east, it having been on the lines of the Southern Railway, Big Four, and others. Our 
last record shows that it was loaded at Kansas City some time the first week of March 
with eggs for Philadlephia. Reconsigned from Philadelphia to Boston. Our last 
record shows the Central of N. J. delivering same to the N. Y ., N. H. & H. on March 23. 

MRX 5681 loaded by our company at Sioux Falls, S. Dak., on December 20, routing 
C. & N. W., Erie to New York. Car diverted on retiu-n trip, our records showing it 
on the lines of the Nickel Plate February 14. We asked the N. Y. C. to accept and 
deliver same to the C, B. & Q. for return to Ottumwa. Our next record shows same 
on hand at South Omana, where it was loaded by one of the Chicago packers to Chicago. 
We are still after the car in an effort to get it back to our service. 

MRX 5682. This car left Ottumwa August 25, routed Nickel Plate, D,, L. & W. 
to Philadelphia. Our next record shows the B. & O. delivered same to the Wash- 
ington Southern at Potomac yards, under load, September 15. The next record we 
get of this car shows it on hand at Chicago on the line of the Soo Line. \Ve wired that 
company to deliver same to the C, B. & Q. for return to Ottumwa. Car is still on the 
lines of the Soo Line, they ignoring our requests for return of same to some line that 
can haul to Ottumwa. 
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MRX 5623. This car left Ottumwa July 23, routed Wabash, L. & N. to Birmingham, 
Ala. Car was used for a switch movement at East St. Louis from July 24 to August 17. 
Our next record shows that it was loaded in St. Louis by some one lor some point on 
the Western Pacific. Car returned from that trip, reaching Kansas City on December 
18. We can only assmne that it was loaded at Kansas City, as our next record shows 
on hand at Fort Dodge, Iowa, February 7. The next record shows loaded at U. S. 
yards. South Omaha, for some point in the East, having been misused by the Illinois 
Central. We are pleased to report that car returned to Ottumwa April 15. You will 
note this car was away from Ottumwa for nearly nine months. 

We also attach hereto copy of letter received this a. m. from the T. M. Sinclair 
& Co. (Ltd.), Cedar Rapids, Iowa, which is self-explanatory. 

We have sent numerous telegrams, written innumerable letters, and had personal 
conversations with railroad representatives; taken the matter up by letter^ telegram, 
and personal interview with the Railroad Administration, U. S. Food Admmistration, 
all of whom have promised their assistance in this matter, but the fact remains that 
the railroads still persist in misusing our equipment, although we are positively denied 
the privilege of using other packers* privately owned refrigerator or tank cars without 
authority from the owner. |We are not suggesting that the railroads are willfully dis- 
criminatii^ against us in this matter, but the fact remains that our competitors have 
been permitted to use our equipment during the past winter while we have been 
short of cars on many occasions and the operation of our business interfered with to 
that extent. 

YoiuB very truly, 

[Signed] By T. H^ Foster, 

Trustee. 

HWD/hs D 

Thb Rath Packing Company, 

Waterloo^ Jotoa, June 27 ^ 1918. 
Federal Trade Commission, Washington^ D. C. 

Gentlemen: * * * i Reading our difficulties in the way of securing proper 
refrigerator cars in which to ship our products, we have considerable trouble not only 
in keeping a sufficient number of cars on hand for loading, but those which are fur- 
nishea us are, as a rule, very dirty, in poor repair, and at times entirely unfit for 
our use. 

The expense to us of cleaning and preparing refrigerator cars for shipment runs from 
$7 to $10 per car. This, of course, is exclusive of icing. The big packers have their 
own private cars, and keep them in good repair. We tried using private cars, renting 
them by the month, but found it was too expensive and very unsatisfactory, owing 
to our inability to secure their prompt return to us when empty. 

Switching facilities to and from our plant to the various railroads in Waterloo have 
not always Deen satisfactory, due, we oelieve, in a great part to lack of cooperation 
among local railroad men, a condition which is hard to overcome. 

Cars of live stock are sometimes allowed to lie on interchange tracks an unreasonable 
length of time before switching to our plant. This causes a big shrinkage in weight, 
which we are compelled to allow our shippers. 

This trouble could now be overcome by placing all the railroad yards here under a 
central control, the switching service being governed from one office. 

We trust this information will be of use to you. If there is anything further along 
this line you desire please advise us. 
Yours truly, 

The Rath Packing Co., 
CAH/cc [Signed] C. A. Heath. 



Birmingham Packing Company, 
Beef and Pork Packers— Cold Storage, 

Birmingham^ Ala., October 27, 1917. 

Federal Trade Commission, Washington, D. C. 

Gentlemen: 

#2.^ As to there being unfair practices on the part of some engaged in the meat- 
packing business, it may not be called exactly unfair, but there are conditions pre- 
vailing in the trade that seriously handicap the small independent packer. For 

» All matters not pertaining to car operation have been omitted. 
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instance in the matter of shipment of dressed beef, pigs, sheep, and lambs, products 
which are required to be hung from hooks attached to the roof of the car. The rail- 
roads take the position that they are not required to furnish refrigerator cars equipped 
with what are termed beef rac]^, and the burden of providing this class of equipment 
is on the packer, be he small or large. Consequently there are only two methods 
that can be adopted; tiiatis, the small packer must buy his own refrigerator cars 
properly equipped or must lease from refrigerator line companies such equipment. 

Speaking for ourselves, we tried to buy some cars last year, and in the first place 
the price was prohibitive. In the next place there was no reasonably prompt delivery 
to be had, so we leased some cars at a very high monthly rental per car for the purpose 
of transporting dressed pigs, beef, and mutton. We had to lease on monthly basis, as 
the companies woidd not Tease us on a mileage basis at this time on account of the slow 
return of the e(]^uipment. The earnings of the cars on a mileage basis are three-fourths 
of a cent a mile going and returning. This is probably sufficient compensation, 
provided the cars were returned in any reasonable len^h of time, but in our case our 
leased cars went forward on a journey taking five or six days, were unloaded imme- 
diately on arrival and were detained and used by the railroad companies, so that some 
of the cars were not returned to us under two months. The average for the return 
journey was at least six weeks, when two weeks would have been reasonable; that is 
twice as long to return empty as they would take to go forward, loaded. 

This puts the small packer in position that he must pay an exorbitant rental for 
cars and that he must lease two or three times as many cars as he would need in the 
ordinary course of business. Belief from the slow return movement of ti^e cars seems 
not to be had as there are no laws, as far as we know, that can compel the railroad 
companies to return the cars in a reasonable time, nor to prevail upon them not to use 
them for their own business. 

From indirect information we have, the large packers get prompt return movement 
of cars and also are free from the disadvantages of having the railroads use their cars 
by exerting pressure over the railroad companies that they will not ship any cars 
over any railroad line that will not return their empty cars promptly. This demand on 
the smsdl packer seems to be of no avail . We think definite regulations should provide 
ior returner detention or use of private owned cars and not allow the carriers to use 
their own pleasure in tiiis matter. We think this matter of cars and service is the 
most serious handicap that the small independent packers labor under, and to a very 
large extent keeps him out of interstate business. 

In our opinion if the smaller packers were in better position to ship dressed meats 
to the eastern seaboard with greater facility, it would have a tendency to reduce the 
price of meat there; and, furthermore, would encourage the production of cattle, hogs, 
and sheep in the Southeastern States very materially if there was a broader market 
for the producers live stock in these several States, which would naturally occur if 
the meat packing industry in the South could expand as would be natural, providing 
it were not handicapped by the inferior railroad service and arbitrary matters of 
obtaining refrigerators for shipping dressed meat. 

Out of six cars of meat shipped this month to our branch in New York City each and 
every car was delayed from two to four days, and damage has resulted on account of 
the partial spoilage of the meat. Necessarily all food products that is spoiled wholly 
or in part curtails the supply to that extent and has a tendency to raise the price. 

Yours truly, 

Birmingham Packing Company, 
CHU. ML. [Signed] By C. H. Ungerman, Pres. 



lowA Packing Co., 
Des MoineSf lowa^ April 15, 1918, 
Federal Trade Commission, ChicagOy III. 
Attention, Mr. Reeves. 

Gentlemen: This has reference to our peddler' and meat cars which we were 
talking about when you were here, the way they have been handled by tiie different 
carriers. The following cars leased by us and billed to Des Moines for our use over 
the Rock Island have to date not shown up at our plant available for our loading. 

NYDX 3401 ordered by the Missouri River Despatch people, Chicago to Grand 
Trunk, to be turned over to Rock Island carded Des Moines, Iowa, for our service 
February 14; car not here yet. 

NYD 3404 and 3410 turned over to the Rock Island, Chicago, on February 7; not 
here yet for our service. 

NYDX 3621 carded to us over the C. N. W. about February 14; not here yet; 3622 
which was carded same route to us arrived March 15. 
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NYDX 3639 carded to us over Rock Island; February 6 date delivered to them in 
Chicago; this car never arrived at our plant until April 1 or 2, for our service, almost 
60 days. We are charged with a rental of $1 .16| cents per day on this car, or for 22 days 
in February and 31 days in March ; this car costing us better than |60, and the car never 
sent to our plant once. 

A tracer i)ut out by the Missouri River Despatch people in letter to us dated March 
25 shows this car 3639 at Chicago on Rock Island March 16. 

A tracer on NYDX 3410 in March we are advised in above letter was delivered by 
the Burlington to Great Northern at Minneapolis Junction March 17. 

NYDX 3404 delivered by R. I. to N. Y. C. at Chicago March 15. 

NYDX 3401 Grand Trunk Port Huron westbound March 23. 

NYDX 3428 loadod to Burlington, Iowa, over C. B. Q., fresh meats, March 5, car 
boarded on each side return to Iowa Packing Co., Des Moines; in spite of this the above 
tracer shows this car billed Omaha to New York, March 22. Never came back to our 
plant. 

NYDX 3438 loaded to Davenport, Iowa, R. I., by us with fresh meats March 4; 
the above tracer shows this car delivered to N. Y. C. lines, Chicago, March 17, never 
having returned to our plant after being loaded to Davenport, although boarded on 
both sides to us at Des Moines. 

NYDX 3442 loaded by us to Minneapolis with fresh meats on March 9; the tracer 
letter sent us March 25 shows this car on the Penn. R . R . March 21 . Car not returning 
to our plant, and at the present writing still out somewhere. 

We find NYDX 3635 loaded by us to Cedar Rapids, Iowa, over* Northwestern line, 
and tracer referred to shows this car at St. Johns Park, to IJtica, N. Y., under load, 
and our rental bill on this car is better than $70; while we had the use of the car to 
Cedar Rapids only from here, the carrier allowing other use of it to be made after 
reaching Cedar Rapids. Car stiU out. 

This will give you a very good idea of how our leased equipment is handled by the 
different lines, and while there are several other delays and mishandling, the ones 
referred to in tiiis letter are some of the worst. 

It proves an expensive proposition to us, when we receive a car about a month after 
it is billed or turned over to the carrier at Chicago, then get one load in it to some 
point and have the car out another sixty days perhaps before we get it back available 
for our service. 

We are certainly entitled to a better handling of our equipment when empty than 
we have been getting by far, as we are giving the different lines a lot of business in 
and out of this city, with the business increasing daily almost. 

If there is any way whereby the commission can or sees fit to give us their much- 
needed assistance in this matter, we surely will appreciate it very much. 
Yours truly, 

Iowa Packing Co., 

Traffic Department.^ 



Bkennan Packing Co. 
Union Stock Yards, Chicago, March SO, 1918, 

Answering specifically items 11-C and 13. 

Federal Trade Commission, Washington, D, C: 

Your letter of March 4, inclosing blanks for report in regard to the operations of 

grivately owned freight cars, was duly received. We are returning the same to you 
erewitn filled out in so far as we have been able, but would call your attention to 
the fact that our only connection with affairs of this kind was as through lease of 
some refrigerator cars, as shown by the copy of that lease which we have included 
herewith. 

You will notice that these cars were leased on a per diem basis, less whatever mileage 
earnings the cars might make on any trips when loaded out by us. While the original 
rate was 75 cents per day, by mutual agreement it was later changed to 90 cents per 
day, and still later changed to $1 per day. 

You have asked for our views of the matter in general, or for any specific informa- 
tion which we can give that would throw li^ht on this subject. Ih.y we say, briefly, 
that the small packer, as a-food distributor, is face to toce with a very serious problem 
imder present conditions as regards the use and operation of refrigerator cars. 

The railroads apparently are unable to furnish refrigerator equipment, and the 
private car lines are at the mercy of the carriers, especially as regards the return of the 

i Letter unsigned, written by A. B. Fendarvis, traffic manager. 



REPORT ON PRIVATE CAR LINES. 257 

empties after the initial trip has been completed. Without any knowledge of how 
promptly these cars may be returned, the small packer is unable to figure the cost 
on sales which he may make. 

For example, we shipped some time a^o some goods to Brunswick, Ga., for export 
from that port. Before loading the goods here at Chicago, we took the matter up 
with the IllinoiB Central Railroad and they agreed, if given the business^ to take 
steps to see that the empty cars were returned to us promj^tly after unloading. We 
then proceeded to forw^xi these goods by their Une, and in spite of the agreement 
thus entered into, cars were diverted on their home route; and, in one case at least, 
being sent to St. Louis and used in switching service between St. Louis and East 
St. Louis for a very considerable period. . 

Service of this kind, as you know, does not bring any mileage return, and in the 
case of MRD-1623, car did not again reach our service for 63 days. MRD-2544, 
also leased by us, was out 42 days; PRIr-5203 was out 73 days, etc. 

In order to make a test case, we rendered them bill for service at $1 per day on car 
MRD-1623. We have had a very considerable amount of correspondence with them 
r^arding this claim, but they have so far steadfastlv refused to honor it, saying that 
they had no tariff to cover. We suppose they would be equally justified in refusing 
payment for damages for death or injury to a passenger, or loss or injury to freight 
shipments through lack of tariff. 

It seems to us, therefore, that their excuse is not justifiable, and that we should 
be allowed reimbursement, for they admit in their letters the mishandlingof these 
cars, and yet they deny redress to us, even in spite of that admission. We think 
you will agree that a charge of from $60 to $80 for car service over and above all tariff 
chcuges for freight,. icing, etc., is a very serious handicap to a small shipper. We 
understand that in some cases carriers have given redress to shippers for loss sustained 

In this manner, but that has not been o\ir experience. ^ 

^ « ' * * » « « 

Very truly yours, 

Brennan Packing Co., 
CEH — M [Signed] Chas. E. Herbice, Secretary, 



Exhibit 2. 

experience op terry packing co. 

The following letter presents the history of 10 private refrigerator cars operated 
over the lines of the Atlantic Coast Line Railroad : 

Terry Packing Company, 

Columbia, S. C, March 19, 1918. 
The Federal Trade Commission, 

Washington^ D. C. 
Mr. L. L. Bracken, Secretary, 

Dear Sir: In response to your letter of March 4 and Mr. F. W. Breimier's letter 
of March 16, I am inclosing special report No. 4149 with the first 10 pages filled in 
to the best of my ability. 

Complying with your request, I am submitting you my statement of facts gathered 
by me while operating refrigerator cars. We operate quite an extensive wholesale 
fish business with producing branches in Florida and distributing houses at Charleston, 
S. C, Columbia, S. C, Savannah, Ga., and Augusta, Ga. 

Our principal producing places are located on the A. C. L. Railway. During the 
fall of 1912 the railroads hauled our fish in dilapidated and wornout box cars, causing 
us to lose a great many fish by becoming flyblown and spoiling in transit, thougn 
not delayed. 

Our fish are packed in bulk and iced with crushed ice in between the fish in the 
body of the car. We took the matter up with the A. C. L. and they claimed they 
had no refrigerator cars of their own and that the other refrigerator car owners, such as 

1 All matters not pertaining to car operation have been omitted. 
114757**— 20 17 
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Armour, who were operating refrigerator cars over their line, would not ailow their 
cars to be used to transport £m in . We then decided lor our own protection in order to 
receive our fish in good, fresh condition to buy some refrigerates cars, and in the 
spring of 1913, through the kindness of Mr. S. A. Stockard, car accountant of the 
A. C. L. at Wilmington, N. €., we bought 10 refrig^ator cars horn the R^igerator 
Transit Co., of Chics^. We afterwards found out that tiiese refrigoutor cars wero 
sold to us b^ the Swut Refrigerator Co., and we made final settlement lor tiiese care 
with the Swift Refrigerator Co. 

These cars were put in ccmmiission and turned over to Hie A . 0. L. in the spring ol 
1913 f<»r the sole purpose of bringing our fish from Punta Oorda, Fla., an A. C. L. 
point, to our distributing branches. We had no special agreement regarding these 
cars, but they were sold to us guaranteed in good condition and according to M. C. B. 
rules, and it was understood the railroads were to pay us three-fourths c^it p^ mile 
moving over their lines loaded or empty. They were supposed to come to us loaded 
with fish from Punta Gorda, Fla., and returned immediately empty. We were to 
pay all necessary expenses to the railroad for making repairs to these cars, which 
we did. 

These cars gave perfect satisfoction to us and apparently to the A. C. L. Railway 
during the year 1913, as they made no complaint. One of our cars early in 1914 
was sent from Punta Gorda, Fla., to some western point — Chicago or St. Louis — 
loaded with fish and the icing expense on this car was so much less than on tiie ears 
of other refrigerator companies that it caused a disturbance of some kind. In the 
8|»ineof 1914 an embargo was placed on our cars by the A. C. L. Railway aikl they 
would not haul them, claiming the cars were too small, etc. 

Alter considCTable argument, and with the help <rf the Swift Refrigerator Co., we 
proved to the A. C. L. Railway that they were handling the same sue and kind ol 
cars for Armour and other people and the embaigo was raised and our cais were again 
put in commission. 

Fi'om that time on our repair bills w^ere larger than the revenue. As per itemized 
statement inclosed, according to paragraph 21, schedule F, on page 8, our repair 
bills for 1913 were |46.86 — our mileage paid to us was $500.07. In 1914 our repair 
bills were $777.24, our mileage received waa $590.57. In 1915 our repair bills were 
$507.93, our mileage $538.67. In 1916 our repair bills were $179.36, our mileage 
amounted to $179.36. In 1917 our repair bills were $19.26 and mileage $30.40. 

We bought these cars in 1913. In 1915 three of them were destroyed on the A. C. L, 
track at Punta Gordo, Fla., by fire. In 1916 the A. C. L. Railway reported that six 
of them needed such extensive and expensive repairs that we ordered these six 
scrapped, and they were scrapped and the scrap value paid to us in 1916 by the A. C L. 
In 1917 our last remaining car was also condemned by the A. C. L. and we ordered * 
it scrapped, so this woung up and ended the life of our 10 refrigerator cars bought 
from the Swift Refrigerator Co. in 1913. 

But our buying and putting into operation these 10 refrigerator cars in 1913 accom- 
plished one purpose, for since 1914 we have had no trouble to jget all refrigerator cars 
lurniflhed us by the A. C. L. to haul our fish, so, as the railroad now furnishes us with 
refrigerator cars, we have no reason to own any ourselves. 

I was told that all of our trouble arose throu^ Ihe Armour Refrigerator Co., who 
had some sort of a contract with the A. C. L. by which no refrigerate car could be 
loaded on the A. C. L. except an Armour car. This may or may not be true, but we 
do know that we had no complaint in 1913 and in 1914 an embargo was placed on 
our cars, and since tiien the repair bills were more than the mileage, and the fact is 
plain that while previous to 1914 we could not get refrigerator cars from the railroad 
lor our business, but since 1914 we, as well as everyone else, are furnished refrigerator 
cars with proper equipment to handle our business. 

We will be pleased to give you any other inf(»ination that you want or that is in 
our power to give. You failed to inclose a franked envelope, so we are putting 
stamps on one. 

Yours very respectfully, 

Terrt Packino Co., 
(Signed] F. G. Tebrt, PresiderU, 
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Exhibit 3. 
Shipptrt to whmn Fruit Growert Exprtu, Int., ieaatd cart dwring Iht year 1917. 



Name utd addMH oltbippar. 



kiod. 



Armonr * Co., CMMfo 

BraniA houNS, CtmagOL 

plants and deputmenCs: 

Annour OIns Works, Chicago 

Tritdmaa HEmubctimiw Co^ CUcago 

ArmouiSoap Works, cHleago 

Do 

Anglo American Provialai Co., CUc^o. . 

HuumoDd PaokliicCa.iBoutliSt. lonpli. 

Armour A mnHnila Works, (%ic«g0 



Andrev* Bros,, PlttsbLu^ 

Smltb^roi^MIMburgh. 

O. W. Poland, nttsboith 

r.Oofdlna.HtUburgb. 

Troop Bioa., Pttlsbutdi 

W. iTBlackwood, Pittsboiih. 

L. a. Atniar«T, nttaborgti 

A. 8. C^an & Sou. P[ttibuiA 

>. I. Btufer, Plttiburgh 

H. W. SJirti, PlttBbui^ 

Eoobler PiotUod Co., Pittsburgb. . . 

r. Wllii>n,Plttabanh 

Ooolmlng & RlctaBTcto, PltlsbuKta... 
Wtcttnoreland ii Co., Pittsburg. . . 
Wllmer Provision Co., Hmbui^b , , , 

L. Qffflol, Plttsbtir^-.- 

J. H._ColB^_t^burgh 
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Exhibit 4. 

copy of contract op pruit 6rowebs express, inc., with a railroad for furnisb- 

^ ino refrigerator cars. 

This agreement, made and entered into this 11th day of September, 1917, by and 
between the Fruit Growers Express, Inc., a Delaware corporation, party of the first 

part, hereinafter referred to as the **Car Line," and the , party of the second 

part, hereinafter referred to as the '^Raihx)ad,'' Witnesseth: 

That for and in consideration of the sum of one dollar <$1) by each of the parties 
hereto to the othar in hand paid, the receipt whereof is hereby acknowledged, and in 
further consideration of the mutual covenants and a^eements hereinafter set forth to 
be kept and performed by each of theparties hereto, it is hereby agreed as follows: 

1. The Oar Line shall furnish the Railroad at junction points or other pK)ints on its 
lines of railway, suitable refrigerator cars in such numbers and at such times as the 
business of the Railroad may require to enable it to accept with reasonable dispatch, 
and carry all the fruits and vegetables, except potatoes and tomatoes, which smppeis 
may actually deliver to the Railroad at stations on its lines of railway in the State of 

during the period from October 1st to July 1st of each year during the life of 

this contract for transportation in carloads, under refrigeration or ventilation, includ- 
ingthose which may be precooled. 

The Car Line, for the charge hereinafter mentioned to be paid to the Car Line by 
the Railroad, shall properly ice said cars moving under refrigeration initially and re- 
ice them at regular icing stations in transit between loading points and destination. 

2. The Railroad shall use the Car Line's equipment exclusively in the movement 
of fruits and vegetables, in carloads, except potatoes and tomatoes, from points on the 

lines of railwajr owned or operated by the Railroad in the State of , including 

shipments originating in which are handled to for transfer into cais 

at that point. 

3. The Railroad shall give the Car Line reasonable advance notice (not less than 30 
days) in writing, revising same from time to time as conditions may warrant, of its 
requirements each season under this contract for the movement under refrigeration or 
ventilation, including pre-cooled shipments, 6pecif3HLng in such notice, as far as pos- 
sible, the roads over which it prefers to receive such cars. It is also understood and 
agreed that at the same time the Railroad gives written notice to the Car Line of its 
requirements for cars, it shall also place written orders with each of its connectioiiB 
(sending the Car Line notice of same), conforming with said notice to the Car Line 
as far as each individual connection is concerned to the end that the roads which 
are to receive the loaded hauls for which these cars are intended shall willingly and 
promptly handle the empties. 

The Railroad shall also, prior to the opening of each season, before September 
first, prepare a careful estimate of the number of cars of fruit and before November 
first a careful estimate of the number of cars of vegetables, except potatoes and to- 
matoesy for which equipment will be required during each month of the ensuing 
season for movement under ventilation, and will notify the Car Lines thereof. The 
purpose of the aforesaid notices is in order that the Car Line may have the necessary 
information in advance to enable it to furnish the equipment provided for in this con- 
tract, it being understood that in case of neceE»ity cars available shall be used for the 
protection of shipments requiring refrigeration in preference to shipments not requiring 
such service. . 

4. The Railroad shall promptly deliver to such connections as may be designate 
by the Car Line any cars left over on the rails of the Railroad at the close of any fruit 
or v^table season, and shall also make delivery of said cars to such connections at 
any time if, owing to unforeseen crop or other conditions, the cars furnished under this 
contract would be seriously delayed. 

6. It is understood that cars furnished hereunder for movement under refrigeration 
and i nitially iced are to be loaded promptly and that this contract does not contemplate 
the furnishing of local cold storage at shipping point or destination. If cars plac^ for 
loading pursuant to shippers' orders are not released by shippers within twenty-four 
hours from the time of such placement, and on accoimt of such delay ice therefor is 
desired, and ordered after placement of car at loading station, same will be furnished 
when convenient and practicable, in limited quantities only, upon reasonable advance 
notice from the Railroad, but the Car Line will not be responsible in aiw event for fail- 
ure to keep such cars delayed in loading under ice at loading point and between load- 
ing point and first regular reicing station. It is also understood that the Car Line's 
service and responsibility imder this contract ends upon arrival of cars at destination or 
destination train yard, and that it will not reice cars after arrival at such points. 
A charge of |5 per day or fraction thereof after the first 24 hours will be assessed 
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s^inst each car not released within 24 hours from the time it is placed for loading 
pursuant to shipper's orders, which charge the Railroad shall pay to the Oar Line. 

6. The Railroad shall, without charge, promptly move the Car Line's cars to icing 
stations for initial icing and from initial icing stations to loading stations and to and 
from icing and reicing stations, and shall prompjtly perform s3l switching at such 
icinff and reicing stations upon the ^ lines of said Railroad as may be necessary 
to admit of the prompt icing and reicing of such cars, and shall also move promptly 
t^arload ice to initial icing and reicii^ stations, and in event of any failure on the part 
of the Railroad in this respect the Car Line shall be relieved from all responsibility 
for loss or damage resulting therefrom. 

7. The Oar Line shall hold itself accountable to the Railroad for any failure on its 
part to properly ice and reice, as aforesaid, such refrigerator cars furnished and sup- 
plied by it to the Railroad under this contract, and for any failure on its part to 
furnish as aforesaid a sufficient number of suitable cars for the transportation of 
fruits and vegetables to move under tefrigeration in carloads from stations on the lines 
of said Railroad, subject to the provisions of paragraph 8 hereof with reference to 
shorta^ of cars. In case of recovery from the Kailroad by l^al process on any claim 
or claims for damages arising from the causes above mentioned, the Oar Lines shall 
reimburse the Railroad and pay to it the amount bo recovered from it for such damage: 
Provided, however , That the Car Line shall be afforded an opportunity, during the 
trial of any suit or action, to be heard in defense of its interests therein, and the 
Railroad and the Oar Line shall co-operate in bringing to a favorable termination 
any such litigation: Avd provided furtneTy That the Oar Line shall not be precluded, 
by reason of any judgment entered a^inst the Railroad in any such suit or action, 
or by reason of its participation therein, from showing subsequently thereto, in any 
proceeding between itself and the Railroad, that it did not cause the damage which 
resulted in such judgment. 

8. The Oar Line assumes no responsibility for injury or damage to the products 
shipped in said cars under ventilation, including precooled shipments, or for loss 
which may result from car shortage on the lines of the Railroad caused by reason of 
the failure of the Railroad's connections to promptly handle cars delivered to such 
connections for use by the various railroads in the movement of traffic requiring 
refrigerator cars, or in the event that the Oar Line is prevented from furnishing the 
Railroad at junction points or other points on its line of railway sufficient cars to 
protect the movement of fruits and vegetables hereinbefore mentioned on account 
of failure of the Railroad's connections to carry out the Oar Line's instructions with 
respect to the delivery of cars, and also on account of labor troubles, washouts, acci- 
dents or blockades on the lines of the Railroad, or on the lines of any railroad handling 
the Oar Line's equipment. 

9. The Railroad shall make no charge against the Oar Line for movement of dry 
or iced refrigerator cars over its rails for protection of business covered by this 
contract, nor shall it make any charge for the movement of ice contained in the 
blinkers of such cars, but when ice is shipped in the bodies of such cars or in bodies 
of any other ears for the protection of cars in loading, the charge for the transporta- 
tion of such ice shall be made on the basis of the regularly published carload 
freight rate per hundredweight or per ton for the actual weight of the ice shipped. 

10. When pursuant to its orders, ice refrigerator cars are furnished the Railroad for 
placement at shipping point for loading and same are not loaded by the parties 
ordering the cars from the Railroad, the Raiboad will be required to pay to tne Oar 
Line the cost of the ice wasted in such cars, regardless of whether it collects for same 
from parties ordering iced cars or not. 

11. The Railroad hereby agrees not to allow the cars furnished under this contract 
while in the possession of the Railroad to be loaded with fish, ice or any other 
freight that would damage the insulation of cars, or in any way render them unfit 
for use in the handling of delicate fruits. 

12. The Railroad as part of the consideration of this contract, shall furnish trans- 
portation over its lines of railway, when not in violation of laws governing same, 
for use of officers and agents of the Car Lines while actually engaged in the performance 
of the undertakings hereinabove assiuned by the Oar Line, and for the use of the 
officers, agents, attorneys and witnesses of the Oar Line while engaged in the in- 
vestigation of, or going to or returning from any trial of any suit or action brought 
to recover damages from any injury to any shipment moved in the equipment of the 
Car Line over the lines of the Railroad. 

13. The Oar Line's charges to the Railroad for initially icing and reicing said cars 

moving under refrigeration shall be the rates now shown in Refrigeration 

Tariff No. 1, effective April 1, 1917, and Supplement No. 1 thereto, effective May 20, 
1917, and Supplement No. 2, thereto, now in course of preparation, which will show 
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refrigeration rates from to points in , and not now 

included in Refrigeration Tariff No. 1, or 8ui>pleinent No. 1 thereto. 

14. The Car Line is not to perform any service in connection with the preparation 
of the cars for loadir^, <» the unloadine frcuu, oricing of » pre-cooled products except 
as hereafter provided^ and when such shipments move tnrou^ to destination with- 
out icing or reicing in transit the Cai line s charges to the Railroad, which the Rail' 
road herehy agrees to ^y to the Car Line, will be as follows: (a) $7.50 per car per trip 
lor use of sjp^ial equipment, including use of ice tanks; (h) $5 per cax per trip for 
use of special equipment, not including use of ice tanks. 

15. Whenever a car is placed at precooling plant under a switching rate the Rail- 
road shall pay the Car Line $1 per car per day lor each day^s detention, or fraction 
thereof, at such xMre«xM>ling plant, including the day of placement at such plant, 
whether or not car is reiced in transit. 

16. In the event the Railroad shall be requested at or prior to delivery to it for 
transportation to perform icing or reicing service on precooled citrus fruits, or vege- 
tables, or whenever the shipp^ of precooled citrus fruits, or vegetables, shall fidl 
to sign the release required by the Railroad, the Car Line, upon request from the 
Railroad, will ice cars contaming said shipments at regular icing stations when 
placed at such Eitations by the Raihroad, or its connections, for icing, and will charjie 
the Railroad for such stf vice, refrigeration charges shown in the tm^ referred to in 
paragraph 13 hereof: Provided^ however y That the Car Line in so icing said cars siiall 
not be responsible or liable for damage to such shipments that may be due to or 
caused by f sdlure of the Railroad to ^ve the Car Line such reasonable advance notice 
to have enabled it to furnish the Railroad for the shipper an iced car for the loading 
of such c^pment. 

17. In the event a precooled shipment is delivered to the Railroad ready for trans- 
portation, and, at the time of such delivery, is preiced to ttm full capacity of the 
car tanks, without expense to the Car Line, the Car Line will, at the request of the 
Railroad, reice said car at any or all regular icing stations en route af t^ the car leaves 
the point of shipment, when placed at such stations by the Railroad, or its connec- 
tions, for reicing, and will char;^ the Railroad for such service refrigeration charges 
shown in the tanSs referred to in pfluragraph 13 hereof, less $25 per car. 

18. Whenever refrigeration charges are paid to the Car line b^ the Railroad, as 
provided in paragraphs 16 and 17 above, the charges provided for in paragraph 14 (a) 
and 14 (h) shall not apply. 

19. The Railroad shall and will, during the whole life of this contract, promptly 
pay to the Car Line as rental for the use of cars furnished hereunder, one cent (li) 
per car per mile run ov» the lines of the Railroad both loaded and empty: the Car 
Line to collect direct from connections the mileage earned by its cars beyond the 
rails of the Railroad. 

20. The Railroad shall hold in trust for the Car Line and pay to it by the end of each 
month all moneys earned by it under this contract during the preceding month. 

21. It is further understood and agreed that shipments of fruits aiui vegetables 

ori^nating in * and placed undo: refri^ration in or at and 

vicinity th^eof and destined via to points in the United States, shall move 

under the supervision of the C^ Line from to destination at the refrigeration 

char^ specified in this contract for the handling of business c»ri^nating at , 

it being und^stood, howev^, that the Car Line ^all not be required to pay for any 

ice used in icing such cars in or assume any other expense incident to tlie 

handling of such shipments prior to ^eir arrival at . 

22. On February &st of each year during the life of this contract the Railroad 
shall notify the Car Line of the estimated niunber of carloads of tomatoes which will 

originate during the ensuing season upon its lines of railway in , and the Car 

Line, ^omptly upon receipt of such notice^ shall advise the Railroad of the number 
of refrigerator cars it will undertake to furni^ for the handling of said tomatoes, it 
being the understanding of theparties hereto that, irrespective of said notice from the 
Car Line to the Railroad, the Gaur line will endeavor to furnish sufficient refrifierator 
cars to handle said entire tomato movement, and the Railroad agrees to use the C-ar 
Line's cars in pref^^nce to all other cars, it being understood that the Railroad shall 
be at liberty to make other arrangements for such additional equipment for the 
handling of said tomato crop as the Car line may be unable to furnish. The charges 
for the movement of any said tomatoes und^ refrigeration shall be the rates stated 
in the tariffs referred to m paragraph 13 hereof, and the mileag^e allowance on the said 
cars, whether lubndling shipments under ventilation or refngeration, shall be one 
cent (1^) per mile both loaded and empty, as hereinabove specified. 

23. This contract cancds as of October 1, 1917, a certain contract between the 
Armour Car Lines and the Company, dated February 16, 1910, with amend- 
ments thereto, which was assigned to the Fruit Growers Express Inc., party of the first 
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part herein, under date of November 6. 1914; and also contract between Armour Car 

Lines and the Company, dated November 1, 1913, with amendments thereto, 

which was assigned to the aaid Fruit Growers fixpreas. Inc., November 5, 1914. and also 

contract between the said Fruit Growers Express, Inc., and the . dated 

January 2, 1915, and shall inure to the benefit of and be binding upon the parties 
hereto and Ukor respective sucoesBors and assigns for a period of five (5) years from 
and after October 1., 1917, and thereafter with the right in either party of terminating 
same after October 1. 1922, by giving ei^teen (1-8) month's prior written notice to 
the other of its intention so to do, it being understood, however, that such notice 
will not be given by either party prior to October 1, 1922. 

24. IN WITNESS WHEREOF, the parties hereto have caused these presents 
to be executed in duplicate by their duly authorized officers in this behalf, the day 
and year first above written. * 

FRrrr Growers Express, Inc.. 

By F. W. Ellis, President. 

Railway Co.. 

By , Vice President, 



ExHiBrr 5. 



Seven railroads in Southeast ivith which Fruit Growers Express, Inc., has exclusive 

contracts. 



Name of railroad. 


Owned or controlled by— 


Atlantic Coast Line 




Seaboard Air Line 




Florida East Coast 




AlMwdiMm Ar Rnrfr^gh . 


ladepwident company, 60 miles of track. 
Pennsylvania R. R. 


BaltimOTe. ChesaDeake & Atlantic 


Charlotte Harbor & Northern 


American Agricultural Chemical Co., 110 miles of 

tntck, 
BennsTiv&nia R. R. 


Nev Y^k, PhUftdelphla & Norfolk 







ExHiBrr 6. 

Thirty-one railroads in Soutkeaat und Middle West vnih which Fruit Growers Express^ 

Inc., formerly had exduMve contracts. 



Nameofraflroad. 



Owned or controlled by- 



Atlantic Coast Line 

Aberdeen 4c Rockfish. . 
Alabama & Vi^sbnrg. 



Atlanta, Binnlngham & Atlantic. . 
Baltimore, Chesapeake ^ Atlantic. 

Central ofOeon^ 

Charlotte Harbor & Northecn 



develand, Ginelnnati, Chicago & St. Louis . 

Florida East Coast 

Gainesville Midland 

Georgia, Florida <& Alaharaa. 

Georgia Norttiem 

Georgia Raikoad 

Ooorgia Southern & Florida 

HawkinsviHe & Florida SouUiem 

Macon & Birmingham. 

Macon, Dnblin & Savannah 

Michigan Central 

Mobile A- Oid0 

Nashville, Chattanooga & St. Louis 

New York, Philadelphia & Norfolk 

New Orleans <& Nortneastem 

Norfolk Southern 

Richmond, Fredericksburg 4c Potomac 



Seaboard Air Line. 

South Georgia 

Tampa A JaeksoDviUe 

Tennessee, Alabarea & Gecrgia . . 
Vicksbun, Shreveport & Paicific. 

Wadler Sottilkorn 

WHt^btavmBSc TenUte 



Independent companjr, 60 miles of track. 
Alabama, New Orleans, Tens & Pacific Railwajfl 

Co. 
Independent company. 
Pennsylvania R. K. 
Illinois Central. 
American Agricultural Chemical Co., 110 milefl 

of track. 
New York C«itral. 

Independent cmnpany, 74 miles of track. 

Independent company, 192 miles of Irock. 

Independent company, fSS miles of track. 

Atlantic Coast Line and Louisville & Nashville. 

Southern Railway Co. 

Georgia Southern & Florida. 

Independent company, 334 miles of track. 

Seaboard Air Line. 

New York Central. 

Southern Railwav €o. 

Louis\ille & Nasnville. 

Pennsylvania R. R. 

Southern Railway Co. 

Independent company. 

Richmond-Washington Co.; stock owned equally 

by P. R. R., A. C. L., Southern, S. A. L., C. 6s 

O., and B. & O. 

Independeat eompany, ^ miles of track. 
Ind^Mftdient con^aay, 84 miles of traek. 
Independent company, 06 miles of track. 
Alabama & Vlcksfourg. 
Illinois Central. 
Da 
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Exhibit 7. 
Tank-car rentals from private car companies. 



Date of lease. 


Consid- 
eration 
per 

month. 


Number 
of cars. 


Date of lease. 


Consid- 
eration 

per 
month. 


Number 


From— 


To- 


From— 


To- 


of cars. 


June 1, 1915 
June 8, 1915 
Nov. 1,1915 
Feb. 1, 1916 
Mar. 1,1916 
Mar. 29,1916 
Mar. 30,1916 

Do 

Apr. 1,1916 
M^y 1,1916 
June 30,1916 
8ept. 18, 1916 
Oct. 6, 1916 
Oct. 15,1916 
Oct. 31,1916 


June 1, 1915 

6 months 

Nov. 1,1916 
Feb. 1, 1917 
Mar. 1, 1917 
July 29,1916 

do 

Mar. 30,1918 
Apr. 1,1918 
Mar. 31,1918 
Oct. 31,1918 

(}) 
Oct. 31,1918 

6 months 

Oct. 31,1917 


$25.00 
27.50 
25.00 
25.00 
25.00 
30.00 
25.00 
30.00 
20.00 
25.00 
30.00 
30.00 
30.00 
45.00 
40.00 


35 

2 

18 

22 

10 

6 

6 

55 

20 

15 

35 

5 

15 

5 

5 


Nov. 1,1916 
Jan. 1, 1917 

Do.. 

Jan. 11,1917 
Jan. 30,1917 
Mar. 2, 1917 
Apr. 2, 1917 
Apr. 20,1917 
May 4, 1917 
June 1,1917 
June 22,1917 
Aug. 20,1917 
Oct. 1,1917 
Oct. 17,1917 


Nov. 1,1918 
Jan. 1, 1920 
Dec. 1, 1917 

Oct. 31,1917 
Aug. 31,1917 
Aug. 31,1920 

3 years 

Aug. 31,1920 
May 30,1919 
Aug. 31,1919 
Oct. 10,1920 

3 years 

Oct. 31,1920 


S30.00 
30.00 
65.00 
50.00 

150.00 

125.00 
45.00 
50.00 
65.00 
65.00 
65.00 

100.00 
45.00 
80.00 


18 
5 
2 
1 

11 
10 
50 
3 
50 
16 
49 
10 
5 
13 



3 years from delivery. 



* 1 year from delivery. 



Exhibit 8. 
Refrigerator-car rentals from private car companies. 



Date of lease. 



From— 



Jan. 
Feb. 
Apr. 
May 
June 



Tan. 
Jan. 
Feb. 
Feb. 



23,1914 

15,1914 

6,1914 

1,1914 

1,1914 

Aug. 10,1914 
8ept. 12, 1914 
Dec. 1, 1914 
14, 1915 
20,1915 
24, 1915 
27,1915 

Do 

Mar. 1,1915 

Do.. 

Do 

Apr. 1,1915 

Do 

July 29,1915 
Aug. 1,1915 
Aug. 2,1915 

Do 

Do 

Do 

Do 

Do 

Aug. 16,1915 
Oct. 14,1915 



To— 



Jan. 23,1917 
Feb. 15, 1915 
Apr. 6, 1917 
May 1, 1917 
June 1,1917 
Aug. 10,1917 
Apr. 15,1915 
Dec. 1,1915 
Jan. 14,1918 
Jan. 20,1918 
Feb. 24,1918 
Feb. 27,1918 

do 

Mar. 1,1918 

do.. 

do 

Apr. 1,1918 

do 

Nov. 1,1917 

3 years 

Aug. 2,1918 

do.: 

do 

do 

do 

do 

Aug. 16,1921 
Oct. 14,1918 



Considerar 
tion per 
month. 



$15.00 
16.60 
14.00 
Free. 
Free. 
Free. 
20.00 
22.50 
Free. 
Free, 
Free. 
Free. 
Free. 
Free. 
Free. 
Free. 
Free. 
Free. 
12.50 
16.00 
Free. 
Free. 
Free. 
Free. 
Free. 
Free. 
Free. 
Free. 



Number 
of cars. 



200 
20 
50 
50 
10 
25 

100 
8 
20 
100-200 
20 
20 
75 
15 

100 
76 
30 
25 

100 

100 
60 
15 
10 
10 
25 
35 

500 
25 



Date of lease. 



From- 



Oct. 
Jan. 10 
Mar. 1 
Apr. 29 



28.1915 
1916 
1916 
1916 



May 15 
May 23 
May 81 
Do. 
Jane 5 
Aug. 29^ 

Sept. 12 
Sept. 23 
Oct. 11 
Nov. 23 
Mar. 31 
May 1 
May 12 

Jane 6 
June 8 
June 9 
June 30 
July 3 
Oct, 1 
Do. 



1916 
1916 
1916 



1916 
1916 

1916 
1916 
1916 
1916 
1917 
1917 
1917 

1917 
1917 
1917 
1917 
1917 
1917 



To 



Oct. 28,1918 
Apr. 20,1916 
Mar. 1, 1921 
1 year firom 

delivery. 
May 16,1917 
May 23,1918 
May 81,1919 
Dec. 31,1916 
June 5, 1919 
1 vear from 

delivery. 
Sept. 12,1917 

6 months 

Mar. 16,1917 
Feb. 1,1918 

6 months 

May 1,1920 
6 months fi*om 

delivery. 

6 months 

Jime 8, 1920 
June 0, 1921 
June 80,1918 
Nov. 1,1920 
Indefinitely.. 
June 1, 1918 



Considera- 
tion per 
month. 



Free. 

$25.00 

20.00 

15.00 

35.00 
Free. 
Free. 
25.00 
Free. 
15.00 

Free. 
27.50 
25.00 
27.50 
20.00 
22.50 
25.00 

25.00 
22.50 
25.00 
30.00 
15.00 
32.50 
30.00 



Number 
of cars. 



30 
1 

150 
20 

13 
50 

100 

100 

100 

5 

150 

10 

2 

25 

15 

600 

5 

2-3 

75 
25 
1 
600 
25 
10 



Exhibit 9. 
bepbesentatxye lease of cars by private car company to shipper. 



Articles of agreement, made and entered into this 23rd day of September, 1916, by 
and between the , party of the first part, and , party of the second part. 

Witnesseth: That for and in consideration of the several covenants and agreements 
hereinafter contained, to be kept and performed by the respective parties hereto, and 
in further consideration of the fact the party of the first part will, in pursuance hereof, 
expend large sums of money in equipping the cars for the protection of the property 



BEPOET ON PBIVATE CAR LINES. 265 

of the said second party and in further consideration of the fact that the business of 
the said party of the second part, will, under this agreement, be more efficiently trans- 
acted and the transportation of its products secured with greater safety and dispatch, 
it is stipulated and agreed by and between the parties hereto as follows, to wit: 

First: The , party of the first part hereby agrees to provide ten (10) refrigerator 

cars equipped with beef rails and brine tanks for the use of the said party of the second 
part, and to place same at the disposal of the said second P|arty, tne cars to bear the 
name of said second party on each side opposite the corporation name of the first party 
as per stencil to be furnished by the party of the second part. Said cars to be suitable 
for the transportation of dressed beef, to be newly painted and lettered, for which the 
party of the second part agree to pay twelve dollars and fifty cents ($12.50) per car. 

Second: The said cars are to be kept in good running condition and repair, by the 
said party of the first part, and the party of the second part guarantees to the first party, 
that said care shall earn mileage from the railroads over which same are routed from 
time to time equal to twenty-seven dollars and fifty cents ($27.50) per car, per month, 
during the pendency of this agreement. Xhe party of the first part will keep accurate 
account of the mileage earned and reported to it by the various railroads using them, . 
and report to the party of the second part the amount earned by the said cars, and if 
such mileage earnings do not amount to twenty -seven dollars and fifty cents (^7.50) 
per car, per month, the party of the first part will render bill for the difference, which the 
part^ of the secon^d part agrees to pay within thirty days after presentation of same. 
If mileage should exceed twenty-seven dollars and fifty-cents ($27.50) per car, per 
month, such excess to be paid over by the party of the first part, to the party of the 
second part. 

Third: The party of the first part will pay all repair bills to the railroad companies 
for the repairs to said cars, and the said second party will be at no expense whatever 
in the maintenance of same, excepting that the party of the second part agrees to take 
care of the padding about doors, and any other light repairs necessary for the ice 
bunkers in the interior cars when they should need light repairs. 

Fourth: The party of the second part screes to route the cars assigned them under 
this agreement mrough the Chicago Gateway when it is practicable to do so, to enable 
the party of the first part to take them into their shops for necessary repairs. 

Fifth. The said party of the first part shall at all times give prompt attention and 
dispatch to the cars and business of the said party of the second part, and further ob- 
ligates itself to maintain said cars at all times in good condition according to *' Master 
Car Builders' Rules, '' and the said partv of the second part agrees to take all proper 
and reasonable care of the said cars while in its possession, and to report daily to the 
said party of the first part the date, routing, and destination of all of the said cars at 
the time of shipm^it. 

Sixth: This agreement shall be in force and effect between the parties hereto for 
six (6) months from average date of delivery of said cars and to continue thereafter 
imtil thirty (30) days* notice in writing has been given party of either part thereto 
of its desire to discontinue same. Delivery of cars to be made during the period from 
October 15, 1916, to November 15, 1916. 

Seventh: The party of the first part agrees to deliver the cars thus assigned in thia 

s^eement at , without charge to the party of the second part, and in case of 

destruction by fire or otherwise of the plant of the party of the second part, this agree- 
ment will be canceled by a fifteen (15) day notice in writing of such destruction, by 
the party of the second part. 

Ifany of the cars thus assigned should be destroyed or damaged so as to unfit them 
for furtner use, the party of the first part will substitute other cars in their stead, and 
if cars should be damaged and held on repair tracks of railroads on account of such 
damage for a period exceeding ten (10) days, rental on same will cease after the ten (10) 
days* period until such cars are returned to service or replaced at . 

In witness whereof, the said parties have caused their signature to be affixed hereto 
the day and year first above written. 

By , President. 

By . 
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Exhibit 10. 

Railroads with which American RefritferaUiT TransU Co. formerly had corUractafor carr^ 

ing perishable freiffht. 



Ann Arbor Railroad Co. 

Arkansas Western Railway Co. 

Baltimore & Ohio Soumwestem Rail- 
road Co. 

Canadian Pacific Railway Co. 

Cincinnati, Hamilton & Dayton Railway. 

Chicago & Alton Railroad Co. 

Colon^lo & Southern Railway Co. 

[Fast freight lines 

Continental Line. of the Balti- 

Central States Dispatch. more & Ohio 

I, Railroad Co. 

Delaware, Lackawana & Western Rail- 
road Co. 

Denver & Rio Grande RaUroad Co. 

Denver, Laramie & Northwestern Rail- 
road Co. 

De Queen & Eastern Railroad Co. 

Erie Railroad Co. 

Illinois Traction System. 

International & Great Northern Railw&y 
Co. 

Kansas City Southern Railway Co. 

Kansas City & Memphis Railway. 



Lehigh Valley Despatch, fast freight lino 
of the Lehigh Valley Raiboad Co. 

Louioana Sc Northwest Railroad. 

Louisiana & Arkansas Railway Co. 

Memphis, Dallas & Gulf Railroad Co. 

Minneapolis & St. Louis RailrcMui. 

Missouri Pacific Railroad Co. 

Missouri, Oklahoma A Gulf Railway Co. 

Ogden, Logan & Idaho Railway €o. 

Paris & Mount feasant Railroad Co. 

Prescott & Northwestern Railroad Co. 

San Antonio, Uvalde A Gulf Railroad Co. 

St. Louis Southwestern Railway. 

St. Louis, Iron Mountain & Southern 
Railway. 

Southern Railway Co. 

Texarkana & Fort Smith Railway. 

Texas-Mexican Railway. 

Texas & Pacific Railway. . 

Thornton A Alexandria Railway Co. 

Tioga A Southeastern Railway Co. 

Wabacdii Raiiwav Co. 

WheeiiDg A Lake Erie Railway Co. 
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Exhibit 12. 

This eshibit ' is reproduced from I. C. C. Docket 116S. It wae 
G. Chase, of Ghaae & Co., Jackeanville, Fla., in the caae ( 
Shlppere' ABSociation v, Atlantic Coaet Ijine Railroad Co. < 



1 oAanrex on citrui /ruili and 



Front Los -Angeles, Cftllf. 



D Arcadia, Fla. 



DecWu- 



^ra 



?mi^ 



OrsDEU 



Albany,N,Y 

Boflalo.N.Y 

Baltimore. 

Chlouo...'.'."I!!I 

Cleveland 

EVBDBville, Ind... 
Kansas City, llo.. 
Lau&vlll«,K)' 

UlnnflBPoUs 

Montreal 

New York City... 

Omalia, Nebr 

PlttsbuiBh 

PhUadelplila 

St.Loula 

St. Paul 

Washington, D. C. 



se Xo. S, L C. C. IhMkat 1168. 



i 




» 



Jl 



!MhSI!-K!!-!-1-!-!-^ 









SS8SSSSSSS8SSS8SSSS8S 



8SSS88S88SS8S8SSSSSS8 



!I!I!IS1I!I!!I!III 




I 

I 

1° 



HARVARD LAW SCHOOL LIBRARY 

This book is due on or before the date stamped be- 
low. Books must be returned to the Circulation 
Desk from which they were borrowed. Non- 
receipt of an overdue notice does not exempt 
the user from a fine. 








